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Venezuela  is'  a  market  for  significant  .quantities  of  United  States  dairy 
products,  particularly  dry  whole,  pi.i.lk...    B.y  far  our  bi-g.gest  foreign  outlet  for 
dry  whole  miik,  Venezuela  took  the  equivalent  of  J>0  percent  of  our  total  pro- 
duction in  It  also,  hf'.s  been,  a.  marlcet  f-ar  -about  a  million  pounds  each  of 
United  States  cheese  and  butter  annually  and  large  quantities  of  modified  milks 
from  this  country.     Surveys  indicate,  however,  that  many  of  Venezuela' s  people 
are  not  getting  adequate,  quantities  of  the  nutrients-  found  in  milk,  and  the 
coimtry  has  an  opportunity  tp' irnpjrove  dietary- levels  by  expanding  consumption 
of  milk  in  several  forms.     So. far,  dairy  production' in  Venezuela  has  been 
limited,  in  spite  of . prqtective  tariffs  and  production- subsidies,  and  that 
country  probably  will  continue  to  be  an. important  market' for  imported  dairy 
products,    fossibly  even  more . significant .to  United  States  producers  is  the 
fact  that  Venezuela  with  its  large  volume  of  petroleum  exports  is  one  of  •the 
few  countries  of  the  world  haying  plentiful  dollar  exchange. 

Recognizing  the  importance  of  the  Venezuelan  market,  the  Office  of  Foreign 
Agricultural  Relations  in  early  195Q  conducted  a  study  of  that  country  as  part 
of  a  broader  dairy  maifeeting  .s.ur.v.e.y  covering  10  Caribbean  areas.    The  first- 
hand study  was  conducted  by  George  H,  Day,  Agricultural  Economist,    In  addition 
to  Venezuela,  Mr,  Day  covered  Cuba,  the  Netherlands  "West  Indies,  Colombia, 
Panama,  Costa  Rica,  Mexico,  Honduras,  El  Salvador,  and  Guatemala,    The  study 
was  aimed  at  two  general  pbjectives.i.   .(l.)-   evaluat-ion  of  long-terJn  marketing 
prospects  for  each  dairy,  product  and  (2)    solution  of  current  marketing  prob- 
lems.   This  report  presents  the  results  of  the  survey  in  Venezuela, 

This  study  was  conducted  xmder  the  provisions  of  the  Research  and  Marketing 
Act  of  19ii-6,    The  possibilities  of  broadening  and  maintaining •  foreign  markets 
for  other  agricultural  .c.dinmodi ties  also  ere  being  studied'by  this  Office, 
The  findings  _^r.re  presented  .in  .other -cipculors  and  reports  ^that  may  be  obtained^ 
free,  from  the  Office  .of  FQi:eign  .Agricultural  Relations,  United  States  Depart- 
ment of  Agriculture,  fCashington  25,  D,  C, 


,  '/  /Joseph  A.  Becker 

^  Chief,  International 

Commodities  Branch 
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Outlook  for  Imports  of  United  States  Dairy 
Products  in  Venezuela 

By  George  H.  Day 
Agricultural  Economist 

Summary 

The  outlook  for  Venezuelan-  imports  of  United  States  dairy  products  depends, 
mo/e  than  anything  else,  upon  the  outlook  for  exports  of  petroleim.  Much 
d€^pends  on  future  actions  taken  by  the  United  States  Government  with  respect 
to  allocations  and  import  duties  applicable  to  Venezuelan  petrolevmi  and  its 
derivatives.    Other  factors  include  the  extent  of  the  Europpan  demand  for 
petroleum  and  of  the  output  of  oils  from  the  Middle  East,    The  United  States 
imports"  and  consumption  of  petroleum  are  now  at  a  high  level,  however,  and 
the  outlook  appears  generally  favorable  to  the  Venezuelan  economy.  • 

Tiihile  there    seems  to  be  no  likelihood  of  limitations  on  dollar  exchange 
in  the  near  fliture,  there  has  been  a  recent  tendency  on  the  part  of  the  Vene- 
zuelan Government  toincrease  its  restrictions  on  imports  of  dairy  products, 
especially  butter,  dry  whole  milk,  evaporated  milk,  and  condensed  milk,  in 
an  attempt  to  induce  greater  national  production  of  these  products. 

Yiiith  respect  to  dry  Whole  milk,  which  in  19^9  represented  80  percent  of 
the  value  of  our  dairy  product  exports  to  Venezuela,  the  Venezuelan  Government 
issued  regulations  effective  June  1,  1950*  requiring  distributors,  v/ho  expect 
to  continue  importing  this  product  duty  free,  to  purchase  at  a  loss  the  local 
product  at  a  ratio  of  1  pound  to  8  pounds  of  imported  dry  whole  milk.  Although 
dry  vjhole  milk  can  be  imported  by  pajTiient  of  duty,  the  tariff  rate  makes  this 
alternative  impracticable.     Imports,  mostly  from  the  United  States,  are  expected 
to  be  reduced  by  at  least  15  million  pounds  a  year  as  long  as  this  ratio  remains 
in  effect,  unless  prices  increase  enough  to  encourage  imports  over  the  full 
tariff. 

Although  butter  continues  to  be  subject  to  full  dirty,  similar  quota 
regulations  are  applicable  to  that  product.    Imports  are  expected  to  continue 
p.t  around  19^4-9  rates  vdth  some  trade  lost  to  European  sources. 

Imports  of  chieese  continue  to  pay  the  full  duty.    Imports  from  the  United 
States  have  recently  been  sharply  reduced  by  increasing  imports  of  lower  cost 
cheese  from  European  countries,  but  imports  of  American  processed  type  cheese 
are  expected  to  continue,  although  in  moderate  quantities. 


Evaporated  and  condensed  milk,  on  which  full  duties  becsjme  effective  early 
this  year,  show  little  likelihood  of  occupying  more  than  a  very  minor  role  in 
Venezuelan  imports.    The  outlook  is  cltfuded  by  a  gradual  increase  in  local 
production,  a  general  preference  for  dry  whole  milk,  and  a  threat  of  imports 
from  Crjiada  and  Europe. 

Imports  of  nonfat  dry  milk  solids,  while  still  small,  are  being  increased 
as  the  use-  of  this  product  in  processing  and  manufacturing  foodstuffs  becomes 
.Understood  and  its.  advantages  are  appreciated.    There  is  a  limited  but  increasin 
use  in:  school-  lunch  and  other  '  low  cos  t  feeding  programs,  but  its  use  in  consumer 
packages. or  in  the  reliqueficati on  of  milk  beverages  is  not  yet  permitted. 
Until  its  home' use  is'  encouraged,  the  growth  in  imports,  mostly  from  the  United 
States-  and  Canada,  is 'likely  to  be  slow.   '  •  ' 

.Only  a  gradual  increase  in ' Venezuelan  production  of  milk  and  dairy  products 
is  likely,     (See-  Late'  Developments,  on  outbreaks  of  foo't-and-mouth  disease.) 
Although  production  and  m.arketing  problems  are  gradually  being  solved,  it  is 
an- industry  besot  Avith  high  cos  ts,  prir:'i€ive  methods^  low  producing  cows,  and 
serious  transportation  problemse    In  general,  the  outlook  for  United  States 
exports  is  limited  Ixxrgely  by  the  exte.nt  of  import  restrictions  and  incroaseid 
competiip-on  with  lov;er-priced  goods  from  othar  areas*         ■  * 

While  Venezuelan  milk  production  may  ultimately  be  great  enough  to  supply 
the  needs  of  the  country,  there  is  ample  ev.idence  .from  past  production  records 
that  the  problem  of  ehcoia-aging  production  must  be  solved  by  more  positiva 
means  than  by.  protective  measures.  « 


lATE  DEVELOPMENTS 
Foot-and-Mouth  Diserse  Recently  Occurred  in  Venezuela 


A  press  release  dated  July  28  states  thct  the  United  States  Department  of 
Agriculture  has  been  officially  notified  of  outbreaks  of  foot-and-mouth  disease 
'in  Venezuela,    The  disease  apparently  has  appeared  at  points  in  the  Central 
milkshed  including  the  Caracas  Valley,  the  States  of  Miranda  and  Aragua,  and 
the  important  producing  area  a  round  Lake  Valencia  (state  of  Carabobo)  where 
milk  production  is  reported  to  be  reduced  50  percent  below  normal.  Outbreaks 
also  have  been  reported  at  divergent  points  in  the  llanos  including  the  State 
of  Apure,  which  borders  on  Coliwnbia,    With  much  of  this  area  unfenced  and  cattle  1 
free  to  roam,  the  seriousness  of  the  existence  of  the  disease  in  the  plains  is  : 
apparent,    .  .  | 

Insofar  as  is  known,  no  outbreaks  have  occurred  in  the  important  milk  pro-  j 
ducing  sections  of  Zulia  where,  all  of  the  processed  milks,  most  of  the  butter,  i 
and  some  of  the  cheese  are  produced. 

The  Venezuelan  Government  has  appropriated  5  million  bolivares  (about  U,S» 
41,500,000)  to  combat  the  disease  and  has  provided  for  the  establishment  of  an 
executive  committee  to  be  charged  with  planning  and  directing  the  anti-aftosa 
campaign.    The  Government  is  bringing  experts  from  several  foreign  countries  | 
and  is  importing  a  large  quantity  of  vaccine,  j 

Vifhile  the  full  extent  of  the  damage  is  not  yet  known,  it  seems  probable  ; 
that  the  production  of  milk  in  the  Central  milkshed  and  of  llanero  cheese  v/ill 
be  affected  for  some  time  and  the  national  supply  of  meat  and  dairy  products 
reduced.    It  is  not  yet  known  whether  any  Government  action  will  be  taken  with  j 
respect  to  imports  of  these  products,  .. 


-  if  - 


Production,  Distribution^  and  Utilization 
of  Milk  in  Venezuela 


The  present  milk  producing  areas  of  Venezuela,  from  the  standpoint  of 
milk  utilization,  herd  t;;>^es,  and  marketing  characteristics,  can  be  divided 
into  tv^'o  rather  distinct  types;     (1)  those  prpducing  milk  primarily  for  fluid  ; 
use  and  (2)  those  v;here ,  of  necessity,  all  milk  in  excess  of  that  needed  by 
the  ranch  f  ^ily  'afad" 'the '  c^ life s  m^^  other  ) 

manufactured  products. 

■   The  first  ..group,"  comprising  primarily  the  milksheds  for  the  major  cities, 
is  characterized  by:     (l)  a  trend  tpxvard  the  use  of  commercial  dairy-  herds, 
(2)  the  nearness  and  accessibility  of  large  fluid  milk  consuming  areas,  (3) 
relatively  greater  attention  to  disease  control  and  sanitation,  and  ■(i4)  a 
.generally  increasing  . (though  far  from  adequate  in  terms  of  need)  volume  of 
milk  production. 

By  far  the  most  important  of  these  areas  is  the-  Central  milkshed  comprising 
areas  in  "the  Federal  District  and  the  States  of  Miranda,  Aragua,  and  Carabobo 
and  serving  -the  most  populous  area  of  Venezuela,     In  addition  to  the  cities  of 
Caracas,  La  Gur.ira,  Maracr.y^  Valoncia,  end  Puerto  Cabello,  this  marketing  area 
includes  half  a  dozen  large  tovms;  and  Venezuela' s  main  commercial  -and  financial  ■ 
area..    Sometimes  included  in  the  general  ^Caracas  marketing  a-rea,  but  separate 
from  the  Central  milkshed,  are  smaller  producing  areas  supplying  Barcelona  to 
the^^east  and  the  Rio  Yaracuy  area  supplying  San  Felipe  in  Barquisimeto  to  the 
west  of  Caracas*:  ..  •       ,         •   ■  ■ 

.  The  second  milkshed  in  importance  is  that  supplying  the  city  of,  Maracaibo 
and  extending  southv/est  along  a  paved  •  hi  ghway 'toward  Machiques.,    Although  the 
cattle  used  for  milk  in  these  areas  are  mostly  low  producers  of  Creole  and 
mixed. blood,  there  is  an  increasing  number  of  purebred,  dairy  herds  in  the  high- 
lands of  the-  Central  milkshed,  .    .  ..  .  ,      ..  .  . 

The .  second  group  compri sing  primari ly  ■  general  farming,  and  range  pountry 
is  characterized  by  (l)  the  use  of  dual-purpose  cattle  kept  primarily  for  beef 
and  (2)  the  lack  of  availability  of  transportation  and  nr.rketing  facilities 
suitable  for  the  sale  of  milk  in  fluid  form. 

The  two  most  important  areas  in  "tiiis  general  category  are  the  llanos,  a 
vast  grazing  area  extending  eastv.-ard  across  the  country  from  the  Andes  and  south* 
from  the  coastal  raige  to  the  Orinoco  and  Meta  Rivers,  and  the  Lake  Maracaibo 
basin  in  tha  State  of  Zulia  v/ith  its  fertile,  general  farming  areas,    A  similar 
tj'pe  of  milk  production  and  use  is  found  in  other  less  accessible  plains  and 
valleys  throughout  the  country. 

Livestock  and  dairying  have  continued  to  be  of  minor  importance  in  the 
Andean  highlands  where  corn,  grr.in,  and  coffee  are  intensively  cultivated  under 
primitive  conditions  on  small  farms,  d 


There  are  no  data  available  on  the  number  of  cows  milked  and  very  little 
on  production  and  utilization  of  the  milk  produced.    However,  there  is  usable 
information  relative  to  milk  receipts  and  production  per  oow  in  the  Central 
milkshed;  the  production  of  butter;  the  production  of  canned  and  dried  milk 
and  its  distributionj  and  farming  operations,  including  production  per  cow 
and  production  of  dairy  products,  in  Zulia,  a  major  milk  producing  area.  Also 
available  are  a  1957  census,  by  states,  of  total  cattle  numbers;  fragmentary 
information  on  the  percent  of  cattle  milked;  and  general  information  relating 
to  cheese  production*      From  the  above  information  and  other  indications  it  has 
been  possible,  to  make  preliminary  estimates  of. milk  production  and  utilization 
which,  though  undoubtedly  subject  to  a  wide  range  of  error,  may  be.  useful  in 
evaluating  the  Venezuelan  supply  and  consumption  pattern. 

On  the  basis  of  the  above,  milk  production  in  19^49  may  be  estimated  at 
about  160  million  liters  (about  36O  million  pounds),  the  number  of  cows  milked 
at  slightly  over  14.00,000,  and  average  annual  production  per  cow  at  about  1+00 
liters  (about  900  pounds).    This,  of  course,  includes  the  milk  in  all  products 
seld,  which  has  been  estimated  at  about  90  million  liters  (about  200  million 
pounds),  and  the  milk  equivalent  of  ranch  consumption  of  milk  and  cheese.  The 
total  number  of  all  cattle  was  assumed  to  be  about  2.9  million  head,  a  decline 
from  that  given  in  the  1937  census  (3,090,661  head)  with  increases  in  Zulia 
and  the  Central  milkshed  believed  to  be  more  than  offset  by  declines  in  other 
areas,  notably  the  llanos. 

As  inferred  above,  the  milk  production  in  the  fluid  milksheds  has  been 
showing  a  gradual,  though  perhaps  irregular,  increase.    ?ath  the  possible 
exception  of  the  Central  milkshed,  v/here  a  subsidy  of  0,2  bolivars*  per  liter 
(about  U»  S.  v2,65  per  hundred  pounds)  is  being  paid,  the  increases  appear  to 
have  been  about  sufficient  to  supply  only  that  small  part  of  the  population  able 
arid  willing  to  pay  e.  high  price  for  fresh  fluid  milk. 

In  the  Caracas  market  where  the  Government  has  played  a  major  part  in  the 
control  of  fluid  milk  marketing  and  prices  since  October,  1914-6  l/,  the  retail 
price  for  fluid  milk  has  been  set  at  1  bolivar  per  liter  (28,5  cents  per  quart) 
since  barly  19l47»    At  that  time  the  price  to  producers  v>fas  set  at  Bs.  0,75  PQi* 
liter  (nearly  U,  S,  410,00    per  hundred  pounds)  at  the  corral  gate,  compared  vath 
a  price  of  Bs.  0,5i+  per  liter  (about  U.  S.  1 7,10  per  hundred  pounds),  originally 
set  in  October  191+6,  at  about  the  end  of  the  rainy  (flush)  season. 


*One  bolivar  equals  about  U,  S,  30  cents, 

1/  The  Government,  through  an  autonomous  corporation  of  the  Ministry  of  Develop- 
ment, established  a  syndicate,  (Sindicato  do  Leche)  which .acquired  ownership  and 
control. of  all  pasteurizing  and  cooling  plants  in  the  Central  milkshed.  This 
was  done  in  the  belief  thct  the  operating  economics  would  permit  increased  prices 
to  producers  to  stimulate  greater  milk  production,  nnd  possibly  in  the  hope  that 
som.e  reduction  in  prices  to  consumers  could  also  be  made.    The  producers  were  to 
purchase  I4.5  percent  of  the  stock  over  a  period  of  years  through  deductions  from 
their  malk  checks.    Largely  because  of  the  inability  of  the  s],mdicate  to  achieve 
its  objectives  and  prrtly  to  sidestep  the  continuous  agitation  of  the  producers 
for  higher  prices  or  subsidies,  the  Government  turned  over  those  facilities  to 
the  producers  in  April  19l4-9»  retaining  only  a  voice  in  the  management. 
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Vvith  the  arrircl  of  the  rc.iny  sec  sons  (April  -  October)  of  19^7  and  19US, 
the  Government  found  it  impossible  to  sell  ?.ll  receipts  o.s  fluid  milk  (at  28«5 
cents  per  quart)  r.nd  had  to  revert  to  a  form  of  blend  pricing  which  reduced 
averaged  returns  tov;ard  the  level  originally  established  by  the  syndicate. 
After  about  U  months  of  the  dry  season,  November  -  March  (19^1-8-1+9)*  "-nd  con- 
siderable pressure  by  producers  for  a  further  price  increase,  the  Goverrjnent 
early  in  19U9  granted  a  subsidy  to  fluid  milk  producers  in  the  Central  milkshed 
amounting  to  Bs.  0,2  per  liter.    This  brought  the  dry  season  returns  to  about 
Bs.  0,90    per  liter    nearly  U,  S,  ^^11,90  per  cv.-t,)  with  a  seasonal  decline 
during  the  ensuing  flush.    Early  this  year  (1950)  producers  petitioned  for  an 
additional  subsidy^ 

Although  these  returns  appear  extremely  high,  they  are  explainable  in  large 
part  by  conditions  of  high  cost  to  the  milk  producer  in  the  Central  milkshed. 
Concentrate  feeds  ero  scarce  in  Venezuela,  end  the  Government  has  recently 
established  an  import  duty  of  about  U,S,  Hi5  per  ton  on  mixed  animal  feeds.  To 
get  dependable  labor,  the  milk  producer  must  compete  with  high  wages  of  the  oil 
companies  and  other  industries.     The  cost  of  materials  rnd  equipm.ent,  much  of 
which  are  imported,  is  high.     The  cost  of  nationally  produced  equipment  is  in- 
flated by  the  country's  oil  economy.    An  extremely  low  yield  per  cov:  contributes 
to  a  high  unit  cost. 

Following  the  inauguration  of  this  subsidy;  in  early  19U9,  receipts  in  the 
Central  milkshed,  which  had  f  luctv;ated  irregularly  during  the  preceding  five  j 
years,  responded  sharply.     From  an  average  rate  a  tout  the  sc-ne  as  that  of  a  year  I 
earlier  in  January  and  Februarj?^,  receipts  increased  to  a  volume  appreciably 
greater  than  a  year  earlier  during  the  1949  flush,  and  showed  little  or  no  | 
tendency  to  decline  well  into  the  dry  season.    Although  this  is  explainable 
partly  by  late  rains  and  continued  good  pastures,  it  is  apparent  that  the  Bs,  0.2 
subsidy  effectively  stimulated  milk  production.     Total  receipts  in  191+9  were  at 
least  20  percent  greater  than  a  year  earlier.    Yihile  production  in  the  Central 
milkshed  may  account  for  only  about  15  percent  of  that  for  the  entire,  country, 
a  sharp  increase  in  this  area  more  than  proporticnately  affects  the  demand  for 
imported  processed  j-nilks,  c   large  part  of  v/hich  is  m.arketed  in  this  area.  Even 
though  fluid  milk  consumption  is  not  increased,  this  means  a  greater  use  of 
local  milk  in  such  products  as  ice  cream,  confections,  and  bakery  goods,  normally 
representing  an  cutlet  for  im.ported  dried  and  canned  milks. 

It  seems ■ likely,  however,  thot  the  present  rate  of ^increase  will  not  con-  . 
tinue  under  present  conditions.    The  volume  of  fluid  milk  that  can  be  sold  at 
the  retail  price  of  28,5  cents  a  quart  has  been  demonstrated  to  be  limited,  and 
any  v;orthv/hilc  increase  in  fluid  consumption  probably  can  be  achieved  only  at  a 
considerable  reduction  in  price.     Thus,  further  increases  of  milk  production  may 
be  sufficiently  burdensome  to  depress  average  returns  on  all  milk  tov/ard  the 
level  of  prices  in  effect  before  the  subsidy  was  granted,  and  additional  sub- 
sidies would  largely  defeat  their  own  purpose. 
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Milk  production  in  Zulia  is  at  least  as  Important  in  its  effect  upon 
imported  dairy  products  as  that  in  the  Central  milkshed.    All  of  Venezuelans 
dried  milk  and  concentrated  milk  is  produced  in  one  plant  located  at  Santa 
Barbara  in  the  heart  of  an  important  production  area  just  south  of  Lake  Mara- 
caibo.    In  addition,  about' 95  percent  of  the  country's  butter  is  produced  in 
Zulia  from  about  six  crecmeries  located  in  l^arac^.ibo  (2),  Encontrados  (2), 
Carmelo  (l),  and  at  Kachiques  (1),  a  creamery  located  in  the  center  of  a  large 
farm-separated-cream  area  -with  a  radius  of  about  50  miles.    A  large  quantity 
of  cheese  is  also  produced  in  Zulia,  as  well  as  rTluid  milk  for  Maraoaibo  and 
other  small  towns • 

Zulia  probably  accounts  for  over  35  percent  of  Venezuela* s  total  milk 
production  and  a  somewhat  greater  part  of  comimerclal  milk  and  dairy  products. 
Vihile  there  is  a  concentration  of  commercial  dairy  herds  supplying  fluid  milk 
to  Maracaibo,  which  extends  southwest  along  a  paved  highway  toward  Machiques, 
most  of  the  milk  in  ZuMa  is  produced-  from  dual-purpose  cattle  kept  mainly  for 
beef,  and  the  difficuli.y  of  transportation  renders  its  use  impracticable  in 
any  form  other  than  maj-ufactured  dairy  products,    'fthile,.  as  elsewhere  through- 
out the  country,  most  f f  the  cheese  is  made  by  hand  under  primitive  and  un- 
sanitary conditions,  a1  least  one  cheese  factory  is  now  operating  in  the  Santa 
Barbara  area*      ,'.      .  '  ' 

On  the  basis  of  tho  amount  of  milk  used  in  the  production  of  dry  whole 
milk,  condensed  and  evaj^orated  milk,  and  butter,  tho  only  products  for  which 
data  are  available,  there  has  been  little  or  no  increase  in  Zulia's  milk 
production  over  the  last      years.    This  statement  takes  into  account  the  oper- 
ations of  a  cheese  factol'y  started  in  19h9*    It  seems  unlikely  that  the  change 
in  the  production  of  f Arm-made  cheese  or  in  the  sale  of  fluid  milk,  even  if 
knov/n  during  this  periofl,  v/ould  be 'suffic lent  to  alter  this  impression,  A 
sharp  increase  in  the  production  of  processed  milk  in  19k9  over  19i48  is  accounted 
for  by  a  temporary;'  clofing  down  of  the  plant  for  improvements  in  19i+8  and  a 
corresponding  diversior.  of  milk  to  butter  production,    Tho  amount  of  milk  used 
in  both  products  declined  slightly  from  19ii6  to  I9h9*    In  view  of  the  fact  that 
the  major  source  of  income  from  cattle  in  this  area  is  beef  and  that  only  a 
small  proportion -of  the  cows  are  milked,  an  appreciable  increase  in  milk  returns 
would  be  necessary  to  increase  milk  production  substantially. 

The  llanos, •  which  fta-nish  grazing  land  for  the  bulk  of  Venezuela's  cattle, 
is  a  natura.l  rcngd  coimtry  with  alternating  v/et  and  dry  seasons,  and  is  littlo 
adapted  to  dairying,    lihilo  little  effort  is  made  to  control  grazing  or  breeding, 
there  has  been  some  use  of  dairy  bulls  by  ranch  owners  who  milk  some  cows  part 
of  the  year  cjad,  in  addition  to  using  som.e  fluid  milk,  produce  largo  quantities 
of  homemade  llanero  cheese,  which  is  generally  ddnsumod  or  marketed  locally. 
Since  most  of  the  c£\ttle  arc  of  Creole  or  unknown'  mixed  breeds  and  tho  milking 
period  rarely  exceeds  6  m.onths,  the  average  annual  production  per  cow  is  low. 
Even  though  a  sm.all  percentage  of  the  2  million  estimated  cattle  in  this  area 
are  milked,  it  seems  possible  that  this  area  may  account  for  around  i|0  percent 
of  Venezuela's  total  production  and  the  major  pert  of  Venezuela's  v/hite  ranch 
cheese.    The  main  product  of>  this  area  is  beef,  but  solution  of  the  problems 
of  transportation  to  the  main  centers  of  consumption  in  the  Caracas  area  has 
shown  little  progress,  and  the  problem  of -marketing  has  become  greater.  The 
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system  of  driving  cattle  from  the  llanos  to  pastures  in  the  Lake  Valencia  basin, 
which  formerly  served^ as  a  recovery  area  and  reservoir  of  beef  for  nearby  cities, 
is  being  interrupted  by  the  diversion  of  these  pastures  to  crop  land.  Accord- 
ingly, unless  somewhat  better  transportation  is  provided  from  tho  llanos,  the 
returns  to  ranchers  maj''  decline.    This  prospect,  together  vdth  a  gradual  decline 
in  the  quality  of  the  rraiges,  the  increasing  competition  of  imported  beef,  and 
the  drain  of  the  oil  and  other  industries  on  labor,  make  unlikely- any  increase 
in  milk  and  cheese  production  in  these  areas.  ■ 

While  little  is  known  about  the  other  milk  producing  areas  of  Venezuela, 
it  seems  unlikely  that  any  increases  of  production  along  the  Rio  Yaracuy  or  in 
the  Barcelona  milkshed  vrould  be  sufficient  to  reflect  an  increase  in  production 
for  the  balance  of  the  country. 

In  summary,  it  seems  likely  that  milk  production  in  Venezuela  in  19h9 
increased  slightly  over  that  of  19i-i8,  with  virtually  all  of  the  increase  in 
the  Central  milkshed  where  production  was  favored  by  a  special  producer  subsidy 
and  late  pastures.  , 

Prospective  Production  of  and  Dairy 

Products  in  the  Near  Future 


Although  milk  production  in  the  Central  Tnilkshed  increased  sharply  in  19^4-9* 
the  increase  for  the  countrj'-  as  a  whole  was  moderate,  and  further  increases  are 
likely  to  be  only  gradual  as  long  as  present  economic  conditions  of  relatively 
high  cost  continue  to  exist.    Any  improvement  in  the  production  of  feedstuffs, 
in  breeding,  and  in  dairy  farm  management  will  likewise  be  gradual. 

In  the  Central  milkshed,  a  Government  subsidy  which  was  granted  to  producers 
in  early  19i+9  apparently •  induced  greater  milk  production,  but  prices  for  tho 
resulting  surplus  above  fluid  needs  deprived  them  of  its  full  effect.  Any 
further  increase  as  a  direct  inducement  to  production  in  the  Central  milkshed 
probably  will  be  bur-densom.e  and  the  results  disappointing.  ; 

Any  increase  in  production  for  fluid  milk  is  limited  by  the  high  cost  of 
local  dairy  labor  and  of  dairy  equipment,  most  of  which  must  be  imported. 
Although  dairymen  have  to  depend  on  imports  for  much  of  their  feed  concentrates, 
a  heavy  duty  (about  iU.3  ^  ton)  was  recently  imposed  on  mixed  feed  imports  as  a 
measure  to  protect  local  feed  processors.    A  campaign  recently  begun  by  the 
animal  husbandry  division  of  the  Ministry  of  Agriculture'  c.nd  Animal  Husbandry 
to-  eliminate  tubercular  cattle  from  the  Central  dairy  herd  m-ay  disrupt  producticn 
if  the  pragrrn  is  effectively  carried  out. 

The  problem  of  assembling,  transporting, and  distributing  milk  for  Caracas 
is  also  serious  2/.    Until  recently  these  marketing  operations  were  performed 


2/  Until  recently  pasteurized  milk  for  I/arac?y  has  been  reshipped  from  Caracas 
back  to.Maracay  for  distribution.    A  pasteurization  plant  has  recently  been 
installed  in  Maracay  to  eliminate  this  backhaul. 


by  the,  Gov^ernmentu    After  suffering-:  s:  consq.derab.le,  loss  on  these  operations  and 
y.'ith  producers  'continuously  clamoring'  for  higher  prices,  subsidies,  or  control 
of  the  distribution  system,  the  Government  signed  an  agreement  of  sale  to  the 
producer  organization,  ■ 

In  Zulia,  a  producer  association  supplying  the  Santa  Barbara  milk  processing 
plant  . has  benefited  by  a  recent  agrreement  guaranteeing  the  members  Bs.  0»i|.  per 
liter  (about  U.  S.  v5»30  per  cv/t,)  for  their  entire  production.     Since  this  will 
merely  restore  to  them  the  returns  reportedly  paid  in  19hl  f'-nd  early  19^8*  i't  is 
questionable  ivhether  it  v/ill  serve  as  en  induccm.ent  to  greater  production' than 
v^as  achieved  in  19^-1-7/  or  will  merely  divert  some  m.ilk  from  cheese  or  butter  • 
production. 

The  high  wages  being  paid  by  the  oil  companies  have  attracted  some  of  the 
best  potential  farm  labor,  and  m.any  others  have  moved  to  the  oil  fields  in  the 
hope  of  obtaining  work.    Additional  workers  have  moved  to  urban  areas  to  work 
in  construction,  service,  and  light  manufacturing  industries,,  stimulated  directly 
or  indirectly  by  oil  incomes.    The  relatively  hard  work  and  lev;  income  from 
dairying  has  made  the  return  to  farm  labor  unattractive.  •    '     .  ■ 

The  Outlook  by  Commodities 

Fluid  Milk    '       '     .  •  .  ■ 

The  supply,  quality,  and  price  structure  for  fluid  milk  in  the  Central 
milkshed . have  a  significant  bearing  on  the  demand  for,  and  imports  of,  dairy 
products,  espeoially  dry  whole  milk.    Most  of  the  country^s  dry.  whole  milk  is 
beliefved  to  be  consumed  in  the  large  urban  centers  of  this  area* 

The  bulk  of  the  Caracas-  fluid  milk  comes  from  a  relatively  small  number  of 
medium  to  large  dairy  farms,  with  over  half  of  it  originating  in  the  States  of 
Aragua  and  Carabobo,     The  balance  comes  from  the  Federal  District  and  Miranda. 
"While  some  dairies  are  run  on  an  efficient  up-to-date  basis,  the  bulk  of  the 
milk  is  reportedly  Obtained  from  low  yielding  .cows  milked  in  undrained  corrals 
under  unsanitary  conditions,    Tilth  both  tuberculosis  and  brucellosis  widely 
existent  throughout  "the  milkshed  it  is  understaiidable  that  about  70  percent  of 
the  milk  is  reportedly  boiled  by ."ccnsumej-s  in  ;Spite  of  pasteurization.    Even  with 
a  conscientious  and  crnsistent  effort  to  eliminate  parasites  and  diseases  and  to 
correct  sanitary  conditions  in  line  v/ith  existing  regulations,  considerable  time 
will  be  required  tc  restore  full  confidence  in  the  milk  supply.  . 

Nearly  .all  of  the  fluid  milk  for  Caracas  and  nearby  cities  and  most  of  that 
for  Maracay  is  nov/ being  pasteurized  and  distributed  by  the  producer  association 
which  took  over  th^e  distribution  system  from  the  Government  under  an  agreement 
of  sale  signed  in  early  April  19k9» 
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The  problem  of  milk  assembly  end  distribution  for  Caracas  is  tedious.  Most 
of  the  milk  is  assembled  at  c.  cooling  plcnt  in  Maracs-y  one  day,  is  transported 
to  Caracas  end  pasteurized  the  following  day,  and  is  distributed  to  stores  and 
homes  on  the  third  day.    Until  early  Jrnucry  of  this  year  when  pasteurizing 
equipment  was  installed  at  Maracay,  the  milk  for  this  city  was  hauled  back  from 
the  Caracas  pasteurizing  plant. 

Most  of  the  milk  in  this  area  is  distributed  from  a  large  ntmiber  of  small 
stores  or  bodegas  inadequately  equipped  vji  th  cooling  facilities.    Home  delivery, 
the  volume  of  which  increases  during  the  flush  season,  is  believed  to  account 
for  not  more  than  10  percent  of  total  milk  sales  in  Caracas,    In  order  to  over- 
come the  danger  of  undesirable  practices  and  the  perennial  shortage  of  milk 
bottles,  the  Government  recently  advanced  funds  to  purchase  and  install  a  paper- 
bottling  machine.    The  Government  syndics.te  already  had  consolidated  all  pas- 
teurizing operations  in  one  plant. 

Shortly  after  the  Government  sj-ndicrte  turned  over  the  control  of  milk 
distribution  in  the  Central  milkshed  to  the  producers,  the  operation  of  the 
pasteurization  plcnt  in  Valercia  (western  part  of  the  Central  milkshed)  was 
sold  to  an  organization  jointly  owned  by  VBEC  5/#  Golden  State,  and  a  small 
group  of  locrl  producers,     Suppli'^d  under  cortrcct  by  producers  in  Carabobo 
apparently  at  returns  which  include  the  Government  subsidy  and  other  incentives, 
this  company  ("Inlaca")  is  understood  to  be  distributing  milk  in  Valencia, 
Puerto  Cabello,  and  Maracay  and  sincll  quantities  in  Caracas,     This  milk  is 
distributed  through  vendors  in  paper  ccrtons  to  homes  and  stores  at  retail 
prices  about  the  same  as  those  in  Caracas, 

Per  capita  consumption  of  fluid  milk  in  the  Caracas  market  at  the  present 
price  of  28,5  cents  per  quart  (or  more)  is  extremely  low.     The  daily  average 
sale  of  approxiiiir. tely  50,000  liters  (5?, BOO  quarts)  is  believed  to  supply  fewer 
than  100,000  people  of  this  irarket  of  about  500,000,    The  balance  of  those  in 
this  area,  predominantly  with  low  incomes,  are  dependent  on  d ry  whole  and 
canri.ed  milk. 

It  is  estimated  that  10  percent  or  more  of  those  in  this  market  get  no 
milk  at  all,  and  the  diet  of  probably  half  of  the  population  in  this  city  is 
deficient  in  milk  nutrients.     In  other  cities  and' e  specially  in  small  towns 
the  situation  is  believed  to  be  considerably  worse. 


3/  The  Venezuela  Basic  Economy  Corporation  (VBEC)  is  an  organization  financed 
largely  by  the  oil  companies  with  Govcrcment  help,  to  improve  the  production 
(beef,  fish,  milk,  etc,)  and  distribution  (warehousing,  wholesale  stores,  and 
milk  distribution)  of  food  in  Venezuela,     It  is'  discussed  in  more  detail  in 
the  section.  Characteristics  of  Venezuelan  Markets  for  Dairy  Products, 


Imported  chocolate  drink  has  been  successfully  sold  in  Venezuelan  markets 
in  recent  years.    There  reportedly  is  a  market  for  a  quality  product  of  good 
flavor  if  adequatel^r  promoted  and  offered  at  a  reasonable  price.    Price  compe- 
tition has  recently  been  heavy.    The  sale  of  local  bottled,  reliquofied  choco- 
late drink  has  been  discouraged  by  the  Health  Ministry  because  of  its  lack  of 
adequate  personnel  to  inspect  the  uniformity  of  a  reconstitutad  product  for 
which  original  samples  mry  have  been  satisfactory. 

Dry  TiHiole  Milk 

The  outlook  for  imports  of  United  States  dairy  products  to  Venezuela  is 
largely  the  outlook  for  dry  whole  milk,    "Kith  the  mr  jor-ity  of  the  rural  popu- 
lation unable  to  buy  fluid  milk  at  prices  which  are  anywhere  v/ithin  the  range  of 
production  costs  under  present  economic  conditions,  this  food  represents  one  of 
the  most  promising  means  by  which  the  Venezuelan  people  can  hope  to  obtain  the 
food  value  of  whole  milk.    At  the  same  time,  being  a  market  of  great  potential 
magnitude,  it  is  one  in  which,  given  free  play,  competitive  economic  forces  can 
contribute  the  greatest  good  to  the  grertest  nmber  of  those  .with  moderate 
economic  raeojas. 

The  average  rnnual  production  of  dry  whole  milk  in  Venezuela,  as  indicated 
by  the  reported  output  of  the  one  processing  plant  at  Santa  Barbara,  has  been 
about  2,500,000  pounds  during  the  last  h  years  of  operation.    The  estimated 
production  for  19^49  o£  2th  million  pounds  represents  a  sharp  increase  (29  percent) 
over  192-i-8»    The  increase  can  be  explained  by  the  temporary  closing  down  of  drying 
operations  for  plant  improvements  in  19u8.    Imports,  nearly  all  of  which  origin- 
ated in  the  United  States,  are  estimated  at  3^  million  net  pounds  (compared  with 
United  States  reported  e:^orts  to  Venezuela,  of  39«7  million  pounds)  k/»  .Thus, 
even  though  a  carry-over  of  about  3  million  pounds  into  1950  were  as'sumed,  a 
191+9  consumption  of  about  37  million  pounds  (over  8  pounds  per  capita)  would 
seem  a  reasonable  estimr.te.    Vihen  this  is  compared  with  an  estimated  consumption 
of  15  to  20  million  pounds  of  cheese,  the  only  other  dairy  product  generally 
available  to  Venezuelans,  the  importance  of  dry  whole  milk  to  the  Venezuelan 
diet  stands  in  clear  perspective.    The  growth  in  demand  for  this  product  has 
been  little  short  of  phenomenal.    Yiith  total  consumption  in  19hh  estimated  at 
about  6  million  pounds,  all  of  v;hich,was  imported,  this  sixfold  increase  has 
been  the  result  of  the  growing  app-eciation  of  this  product  and,  more  recently, 
a  sharp  decline  in  prices.    The  possibilities  of  its  greater  use  are  indicated 
by  the  considered  belief  that  it  has  been  purchased  by  less  than  15  percent  of 
the  population. 

From  November  19^-6,  v.-hen  this  product  was  permitted  duty-free  entry,  until 
mid-19i;9*  the  retail  price  per  pound  in  1-pound  ccjas  remained  at  about  U,S,  75 
'cents.    The  retail  price  range  for  dry  whole  milk  in  5-pound  tins  was  around  U.S. 
70. cents  per  pound.    During  this  period  Zulia  milk  producers  seemed  reasonably 
content,  and  there  was  no  serious  pressure  to  restore  duties. 


k/  Since  official  import  tabulations  report  all  types  of  milk  in  one  combined 
Total,  separate  data  on  imports  of  dry  whole,  condensed,  evaporated,  or  nonfat 
dry  milks  are  not  available.. 


-12- 


About  July  I9U9  "  severe  price  v:ar  developed.     By  mid-fall  the  price  per 
pound  in  5"Ppi^rLcl.  cens  on  the  "free"  rrarkets  had  declined  to  U.  S.  U9'3  cents, 
and  ty  er.rly  195^  dry  v/hole  milk  v,c,s  videly  availr.ble  at  5I  cents  per  pound. 
Price  reductions  r.ppc.rentlj'- wsre  aimed  at  ths  introduction  of  competitive 
brands  (of  v/hich  there  are  about  i|.C)  among  lo7»er  incom.e  groups,  sjid  the 
price  on  "the  free  markets  in  l-pound  cans  "was  reduced  to  a  level  barely 
5  cenus  per  pouxid  higher  than  the  price  in  'y-'gound  crjis  (compared  ivith  the 
n'ormal  differential  of  S  to  6  cents). 

In  an  effort  to  mest.-tiiis  competition,  the  local  milk  drj^-ing  plant 
(indulac)  v^diich  hs.d  already  (19i-;8)  reduced  its  paying  pi-lce  to  producers 
from  Bs.  0.1+  per  liter  (about  1".  S.  C5»3C  per  c"ivt.)  to  Bs,  0,3  (about 
U.  S.  f:3»9^  per  c■^^^t,  ),■  threatened  a  reduction  to  Bs.  0.2  (about  U.S.  .^2.65 
per  cwt.)  to  be  effective  or.rly    this  year. 

Desirous  of  protecting  Vene^^uela's  milk  drying  industry  and  increasing 
returns  tc  dairj'men  supplying  mdlk  to  the  processing  plant,  the  Minister  of 
Development  conferred  "wdth  those  interested,  relative  to  a  solution  of  the 
problem.,  .  On  March  22,  195^  5/j  the  Yinis tries  of  the  Treasury,'  and  of 
Development  published  a  resolution  in  the  nature  cf  a  decree,  directly 
affecting  be  Ih  local  end  imported  dry  v;hclo  milk,  stating  that  its  conditions 
yjore  based  on  an  a.gr cement  amicng  the  Zulia  producers'  association  supplying 
the  plant,  Indulac  aiid.  the  importers. 

iunong  the  previsions  of  "the  resolution  ivas  the  requirement  that  Indulao 
imnedi  ately  sturt  pajdng  producer-n-ombors  of  the  Rural  Association  of  Zulia 
Bs,.0,li  per  liter  of  fresh  milk  purchased  and  tha"t  association  mem.bers  sell 
to  Indulac  their  entire  milk  production.     The  resolution  also  froze  prices 
in  effect  March  22  to  "the  retailer  and  tc  the  public  on  both  domestic  and 
imported  drj"  ""/'hole  milk  until  June  1,  at  "which  tim.e  specific  price  ceilings 
v/ent  into  effect.     Until  June  1,  im.pcrters  v,"ere  re:-,uired  to  obtain  licenses 
to  import  in  quantities  not  tc  exceed  their  respective  imports  during  the 
3  months  imraediatcly  preceding  Iiarch  22,    Effective  June  1,  in  order  to 
obtain  dutj'- -excm.pt  imipcrt  licences,  imxpcrters  were  required  to  present  to 
the  National  Supply  Ccmjnission  ccr.ceXLed  invoices  cf  national  product  pur- 
chased in  the  ratio  cf  1  pound  cf  dom.es tic  pc"'-'."der  to  every  8  pounds  of  forei 
povi/der  they  plan  tc  import.     Indulac  was  directed  to  sell  the  dry  m.ilk 
requested  cf  it,  and  controversies  over  such  requescs  were  to  bo  decided  by 
the  Finis trj'  cf  Dcvelop-mert  after  appropriate  hearings. 

The  controversial  schedule  of  m.cximu.m  prices,  effective  June  1,  "^vliich  is 
administered  by  the  Fational  Supply  Coituission,  provides  wholesale  prices  cf 
national'  product  tc  importers  cf  U.  S.  86  cents  per  pound  for  a  case  of  12 
1-pound  cens  cr.d  U.  S.  7^  cents  per  pound  for  e  crse  of  six  5-pound  ccns. 
Maximum  prices  to  retailers  are  set  at  U.  S.  5^  cents  oer  pound  for  a  case 


5/  Gaceta     Oficial  F".  23,183,  Farch  22,  1950. 
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of  12  1-pound  cans  r.nd  U«  S.  )-ih»5  cents  per  pcund  fcr  a  cr.se  of  six-  5~pownd 
cans#    Thus,  the  independent  iraporter  must  bear  a  price  loss  of  up  to 
U,  S.  3^  cc-nts  on  ecch  pound  of  locrl  product  purchased,  .  Maximum  retail 
prices  per  pound  on  national  product  are  set  at  U.  S»  60  cents  per  1-pound 
can  and  U«  S»  49«5  cents  per  pound  in  5-p<^und  cans.    Retail  ceilings  on 
imported  dry  whole  milk  are  72  cents  per  1-pcund  can  and  U,  S«  67,2  cents 
per  pound  in  5~pound  cans, 

Vjhile  the  desire  to  encourage  local  production  of  dairy  products 
is  commendable,  there  appears  some  question  whether  this  move  may  not  prove 
inequitable  to  distributors  if  not  to  local  manufacturers  of  other  dairy 
products  and  reduce  supplies  available  to  the  bulk  of  low  income  consumers* 

The  principal  undeveloped  nnrket  appears  to  be  low  income  groups  in 
cities  and  rural  coiTimunities  accessible  to  Caracas  and  Marucaibo,  The 
palatability  and  sanitary  quality  of  the  product,  the  general  lack  of  home 
cooling  equipment  suitable  fcr  fluid  milk,  and  its  relative  cheaoness  are 
advantages  being  given  increased  rococniticn,    Venezuelans  have  become 
increasingly  discriminating  in  their  appreciation  of  flavor  and  uniformity, 
and  it  is  important  to  crpitalize  cn  these  qualitiess     There  is  a' preference 
for  the  im.ported  over  the  local  product.     Sturdy  1-pound,  gas-packed, •  s elf- 
sealing  cms  with  key  openers  are  at  present  the  most  popular  package. 
Directions  should  rive  in  simple  terms  the  desired  proportions  for  mixing 
end  should  urge  the  use  of  boiled  or  pure  wcter,    Ealf-pound  and  other  small 
cans  reportedly  have  not  m,et  favorable  recerticn.     The  sale  of  2|--poxind  cans 
has  also  been  light.    There  would  probably  be  a  big  sale  for  the  product 
in  5".  cr  Ii-ounce  envelopes  if  adequately  sealed  against  moisture  and  odors. 

There  has  been  a  continually  expanding  demand  for  dry  whole  milk  in 
5-pound  c£'.ns,    liiddle  and  upper  income  families  with  adequate  storage  space 
have  found  this  container  convenient  and  economical.    Hotels,  restaurants, 
confectioners,  sm.all  ice  cream  makers,  and  bakers  also  represent  an 
important  part  of  the  market.     The  larger  industrial  food  establishments  use 
an  appreciable  quantity  in  25-po\md  gas-packed  cans,    A  few  of  the  largest 
bakers  and  ice  cream  manufacturers  buy  in  200-pound  barrels  or  drums.  Under 
present  regulations,  requiring  the  purchase  of  1  pound  of  national  product 
for  each  8  pounds  imported  on  ^vhich  exoneration  is  allowed,  total  imports 
could  decline  from  the  19^9  total  of  38  million  to  not  more  than  25  million 
pounds  in  1950»    However,,  additional  imports  ma.y  result  ei-ther  from  an 
adjustment  of  this  ratio  or  f rem  a  price  increase  sufficient  to  encourage 
imports  by  payment  of  the  full  duty.    If  imports  of  dry  whole  milk  were 
restored  to  an  unrestricted  duty-free  basis,  permitting  a  further  expansion 
in  consumption  amcng  low  income  groups,  a  further  increase  in  imports  above 
the  1^9  rate  v/ould  bo  probable,    Ihile  the  United  States  is  still  virtually 
the  only  supplier,  there  is  s  emc  belief  on  the  part  of  importers  that  lower 
cost  Canadirji  dry  milk  will  become,  increasingly  important. 

There  has  been  a  slovdy  increasing  demand  for  m.ilk  base,  dietetic, 
and  baby  foods,  most  of  which  have  been  imported  from  the  United  States, 
Exports  of  this  class  of  product  from  the  United  States  am.ounted  to  over 
5  million  pounds  in  I9h9»    None  of  it  is  produced  in  Venezuela.,    Ihile  it  is 
all  subject  to  full  import  duty,  the  rate  is  about  U,  S.  2-|  cents  per  pound. 
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net,  if  it  is  classified  unAer  tr.riff  No.  37A:  "Modified  milk  (as  to 
coniposition)  snC.  those  for  therapeutic  uses  in  the  diet  of  children." 
on  other  classifications  ?ro  higher.  Tiiose  products  are  sold  through 
phP-rnacios  largely  on  doctors'  proscriptions. 

Ice  Croaia 

Although  there  are  no  statistics  availahle  as  to  production,  the  con- 
sumption of  ice  cre?ni  and  sherhets  containing  vdllz  solids  appears  to  he 
groTong  steadily. 

With  the  possihle  exception  of  short  periods  during  the  rainy  season 
v.rhen  milk  is  in  surplus,  virtur.lly  all  of  the  ingredients  are  imported. 
Imports  of  dry  ice  crecm  mix,  while  showing  an  irregular  increase,  have 
represented  a  rolatit^ely  small  part  of  the  ingredients  used.    United  States 
exports  of  the  dry  mix  in  1949  totrled  "barely  230,000  pounds.     This  product 
is  considered  to  oe  too  high  in  vjrice,  especially  when  subject  to  full  duty  _6/,: 
In  addition,  many  ice  croav:  manujfacturers  reportedly  desire  a  greater 
floxihility  cf  the  fat  solids  content  of  their  ice  cream  than  is  possible 
v;ith  the  direct  use  of  stpndardi'^od  dry  m.ix.    Most  nf  the  milk  solids  are 
iiHDortod  in  the  form,  of  dry  whole  m.ilk,  nonfat  dry  milk  solids,  dry  cream, 
and  unsalted  "butter. 

Tliere  are  throe  large  ice  cream  plants  in  Caro.cg-s  using  modem  equipment 
and  producing  ice  crerixn  of  r«er;ortedly  fair  quality.     There  are  about  half  a 
dozen  . sm.all or  plrnts  in  this  city  producing  ice  cream  with  reportedly  a  wide 
range  in  butterfat  content  pjlc.  in  sanitp.ry  cjoality.    Venezuelan  food  and 
be'^erage  regulations  require  that  the  milk  used  in  ice  cream  be  pasteurized 
and  that  ice  cream  shall  contain  not  less  th?n  12  percent  cream,  (crema  — 
interpreted  by  the  trade  as  butterfa.t) ,  but  this  does  not  appear  to  be 
strictly  enforced.     Sherbets  (required  to  contain  not  less  than  3  percent 
butterfat)  based  on  the  use  of  certain  tropical  fruits  are  often  delicious, 
American-typo  ice  cream,  v/ith  a  relatively  high  butterfat  content  is 
reportedly  shov.'ing  the  gr<?atcst  consi:mption  increase,  however. 

Ice  cream  -nlants  arc  also  located  in  Mar.acaibo,  Valencia,  Maturin, 
Barquisineto ,  and  -in  a  number  of  small  interior  tovrns.    For  the  most  part 
the  ice  cream,  is  sold  in  the  immediately  surrounding  territory  due  to  the 
lack  of  refrigerated  transports.    Distribution  of  ice  cream  through 
ice  crca.m  br.rs  or.  soda  fountains  has  helped  to  stimulate  consumption,  as  has 
its  sale  through  hotels  and  resto.urants.  .  The  use  of  pushcarts  has  also  been 
of  i.mportanco.    There  has  been  an  increase  in  the  sale  of  dry  ice  cream  mix 
in  consumer- sine  packages  througn  retail  stores. 

6/  Dry  ice  cream,  .mix  pays  a  duty  of  Bs.  1.20  per  kg.   (about  20  conts  per 
net  -ocund) 


chemical 
Duties 
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Honfp.t  Dry  Milk  Solids 

The  production,  of  nonfat  dry  nilk  in  Venezuela  is  negligible,  apparently 
"being  limited  to  the  drying  of  r.n  occasionr^-1  surplus  of  skim  milk  at  the 
Santa  Barhara  condensery-dry  milk  plant.    Production  in  1949  is  estimated  at 
slightly  less  than  80,000  pounds,    'ii/hile  data  on  imports  of  nonfat  dry 
nilk-  are  not  separately  availahle,  most  of  this  product  is  helievod  to  have 
"originated  in  the  United  States,  vfhich  in  1949  exported.  710,000  pounds  of 
this  product.     This  represents  the  greatest  quantity  exported  to  Venezuela 
since  the  war,  exceeding  194.8  exports  hy  454,000  -Dounds,    Assuming  no 
increase  in  inventory  from  the  increased  exports  toward  the  end  of  the  year, 
apparent  consumption  iifculd  total  790,000  pounds.     This  vTOuld  he  somevrhat 
less  than  0.2  ;oounf' s  per  capita  in  1949  (compared  Tirith  U.  S.  consumption 
of  over  3  pounds  per  capita  in  that  year). 

At  the  present  time  virtually  all  of  the  Venezuelan  supply  of  nonfat 
dry  milk  is  "being  used  in  the  processing  of  dairy  products  and  industrial 
foods  ("bakery;-  goods,  ice  cream,  confections,  etc.),  with  possihlo  limited 
amoun.ts  used  in  the  preparation  of  foods  for  institutional  and  low  cost 
feeding  progr-^ms.     Present  regulations  prevent  its  use  in  consumer  packages. 
In  addition,  as  discussed  "bclovr,  its  use  in  the  reliquefication  nf  milk 
drinks  is  not  permitted. 

Industrial  foods  and  ice  cream,  vrliich  have  accounted  for  most  of  the 
recent  increase  in  nonfcat  dry  nilk  consumption,  represent  a  market  which, 
"barring  the  introduction  of  import  restrictions,  should  continue  to  expand 
for  some  time.    While  there  is  still  a  rather  general  lack  of  know-how  ii'ith 
respect  to  its  use  in  candies,  hakery  goods,  a,nd  ice  crcaja,  there  is  evidence 
of  increasing  interest  on  the  part  of  food  processers  in  this  ingredient  as 
<o  .  sales  promotion  factor.  / 

C?uady  and  chocolate  manufacturing  industries  are  estimated  to  account 
for  45  -oercent  of  the  sales  of  nonfat  dry  milk.     7/  It  is  used  cs-pecially 
in  the  making  of  milk  chocolate.    Tfllhile  the  prospect  is  for  a  gradual 
increasing  use  of  nonfat  dry  milk,  there  is  a  need  for  useful  formulas  and 
sa,les  promotion  material  prepared  in  Spanish,  with  illustrations. 

Bakery  goods  are  estimated  to  account  for  30  percent  or  more  the 
sales.    Of  an  estimated  500  bakeries  in  Venezuela,  -about  5  percent  use 
nilk  in  the  baking  of  broad.    Of  the  large  Caracas  bakeries  most  use  nonfat 
dry  m.ilk;  "others  use  only  dry  whole  milk  or  both  dry  whr>lo  and  nonfat  dry 
milk.    A  few  snail  bakeries  are  also  using  dry  milk.    Honfat  dry  milk  is 
used  in  bre-ad,  sweet  cr-ackers,  cookies,  pastries,  rolls,  and  other  products. 
The  largest  bakeries- m.ake  both  sweet  roid  soda  crackers.    A  number  ^f  oil 
camps  also  are  making  milk  bread. 

7/  These  estir^ites  of  utilization  were  obtained  from  a  des'^atch  of  the 
United  States  Smbassy,  Caracas,  dated  October  3,  19^0. 
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This  industry  represents  somewhr.t  the  greatest  potential  use  of  nonfat 
dry  nilk  in  industrial  foods.    There  is  considerc^ble  need  for  the  know-how 
as'well  as  the  v^hy  of  using  nonfat  dry  milk  in  Venezuelan  bakery  goods*  A 
large  bakery  organization  in  ?,:arr.caibc,  as  vrell        some  of  the  loading 
bakeries  of  Caracas,  are  reported  to  need  technical  help  in  their  desire  to 
make  top  quality  milk  bread.    Illustrated  formulas  and  directions,  in  Spanish, 
would  be  of  considerable  help  in  producing  bread  of  desired  uniform  quality. 
fJhilc  this  type  of  bread  is  now  being  used  principally  by  other  than 
nationals,  rn  educational  and  promotional  program  based  on  bread  of  milk 
content  and  uniform  quality  could  considerrbly  improve  Venezuelan  diets  and 
greatly  increase  the  market  for  nonfat  dry  milk. 

Ice  cream  represents  the  third  industry  in  im^portance  in  the  use  of 
nonfat  dry  milk,  accounting  for  about  15  percent  of  the  total.    This  growing 
industry  should  represent  a  large  potential  market  for  nonfat  dry  nilk  as 
the  methods  of  its  use  are  understood  and  its  advantages,  in  gaining  a 
standardized  product  of  full  bcdy  and  flavor,  are  appreciated. 

The  amovint  of  nonfat  dry  milk  used  by  other  food  processing  industries 
(meat  products,  cheese  processors,  etc.)  is  negligible. 

Nonfat  dry  milk  im.ports  are  subject  to  the  full  duty  applicable  to 
preserved  milks,  amounting  to  Es,  0,50  per  gross  kilo  (approxim.ately  8  cents 
per  pound,  net  basis }•    Wrdlo  exoneration  of  duties  may  be  obtained  Tonder 
certain  circi;ir:stances  through  the  Mnistry  of  Development,  some  processors 
have  reported  that  the  advrntcges  gained  v^ere  mere  than  offset  by  the  amount 
of  detail  necessary  to  secure  free  entry  of  this  product. 

Institutional  uses  at  present  account  for  about  -5  percent  of  the  total 
consumption  of  nonfat  dry  milk.     Some  cf  this  rd  Ik  is  understood  to  be  used 
in  the  Venezuelan  Government's  rapidly  expanding  school  lunch  program.,  in 
the  lovr  cost  meals  presently  being  served  in  cafeterias  to  large  groups  of  day 
laborers  at  nominal,  cost,  and  to  persons  in  state  institutions.  Those 
programs  should  represent  a  continually  growing  use  for  this  product.  Since 
only  a  fev/  factories  cxA  comm.ercial  f irm.s  provide  eating  facilities  for  their 
employees,  its  potential  use  in  in-plant  feeding  is  quite  limited. 

There  is  a  great  need  for  the  nutrients  cf  -ailk  in  the    smaller  cities, 
exid  in  rural  areas  during  the  dry  season,  especially  among  the  mass  of 
low  income  people  viho  cannot  buy  mdlk  at  any  price  new  foreseeable.  The 
Government  is  giving  considerable  thought  to  methods  of  making  nonfat  dry- 
milk  available  to  •these  people  vdthout  replacing  any  of  the  whole  milk 
products  nov/  being  ccnsamed  by  those  v/ho  can  afford  them.    If  a  satisfactory 
plan  can  be  devised,  tremendous  quantities  of  mdlk  nutrients  could  be  made 
available  to  these  people. 

Packages  now  used  in  shipping  nonfat  dry  milk  include  wooden  barrels 
and  hard  fiber  drums  lined  with  Kraft  paper  or  polyethylene  bags,  containing 
200  pounds  or  more;  50-  and  60-pcund  drums,  5'^'""'3-^und  hcv-vy  paper  bags  lined 
with  polyethylene,  and  occasional  25-pcund  tins.    The  tins  should  be  packed 
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in  light,  strong  l»oxes.    Particular  attention  should  "be  paid  to  keeping  the 
product  dry.     Except  for  extremely  heavy  users,  the  60-pound  units,  or  less, 
appear  to  he  favored.    These  packages  are  easier  to  handle  (sometimes  cheaper 
to  transport  over  interior  roads),  and  there  is  less  danger  of  hardening  of 
the  product  after  opening. 

Only  a  gradual  increase  in  the  Venezuelan  consumption  of  nonfat  dry 
milk  solids  may  he  expected  as  long  r-s  its  use  is  limited  largely  to  industrial 
foods  and  ice  cream.    There  i^rill  "be  some  increase  in  its  use  in  the  Govern- 
ment's expanding  school  lunch,  low  cost  and  institutional  feeding  programs 
as  soon  as  its  use  is  understood  and  appreciated.     If,  however,  the  Government 
encourages  its  use  for  direct  household  consumption  in  small,  inexpensive 
packages,  the  consumption  of  this  product  may  "be  increased  to  several  times 
the  present  rp.te, 

\Vhile  Canada  and  a  numhor  of  soft  currency  countries  (the  Netherlands, 
Hew  Zealand,  and  Denmark)  arc  at  present  ahlo  to  undersell  United  States 
exporters,  only  small  amounts  of  Canadian  nonfat  ±Ty  milk  had  entered  the 
market  hy  late  1949. 

The  Roliquef ication  of  Milk  in  Venezuela 

Although  there  have  "been  four  attempts  made  at  establishing  dry  whole 
milk  reliquef ication  plants  and  one  v;as  in  operation  in  1947,  there  arc  no 
plants  known  to  he  operating  at  present. 

The  first  reliquef ying  plant  was  estahlishcd  hy  the  Government  fluid 
milk  syndicate  to  sup-olement  the  regular  Caracas  fluid  milk  supply  during 
the  .dr;/  season  of  1947.    The  reaction  of  producers,  consumers,  ?nd  the  press 
was  disappointing.     The  output  of  the  plant  v^ras  low,  and  the  cost  as  reflected 
in  retail  prices  was  high.    The  producers,  suspicious  that  any  attempt  to 
reduce  prices  to  consumers  mi4i;ht  mean  a  lower  price  at  the  corral  gate,  con- 
ducted a  program  of  adverse  propaganda.    The  names  suggested  hy  the 
Government  and  hy  the  press  implied  that  the  product,  if  not  wholly  synthetic, 
contained  something  that  was  not  too  well  understood.    The  dry  milk  used  was 
reportedly  not  of  the  hest  quality.     In  addition  to  this,  the  consumers 
suspected  the  quality  of  the  water  used.    They  were  ahlo  to  produce  the 
product  at  ahout  the  same  price,  using  their  known  supply  of  "ourificd  i/ater. 
Those  who  had  depended  on  fresh  milk  were  reluctant  to  shift  to  a  supply 
which  might  not  be  continuous.    Of  a  limited  output,  less  than  20  percent 
was  sold.    J^ost  of  the  population  with  enough  money  to  buy  dry  whole  milk 
continued  to  use  that  product. 

The  use  of  nonfat  dry  milk'  for  reliquef ication  is  prevented  by  regulations 
of  the  H^lth  Ki-nistry  which,  in  effect,  prohibit  adding  anything  but  v-rater 
to  the  reliquefied  product.    A  ruling  based  on  5*ood  and  Beverage  Regulations 
by  the  Ministry  prohibits  the  recombining  of  nonfat  dry  milk  with  any  edible 
vegetable  or  animal  fats  (including  butterfat).    The  Ministry  also  has 
indicated  a  lack  of  personnel  to  make  adequate  periodic  inspections  of  the 
product.    Even  if  legal,  any  -olan  to  recombine  milk  would  not  only  have  to 
overcome  the  opposition  of  producer  organizations  and  the  iDrejudice  of 
consumers,  but  would  have  difficulty  in  securing  enough  fat  under  present 
allocation  systems. 
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Cheese 

^f©st  of  the  ch-eese  in  Yenezuela  is  made  "by  hand  on  fa-rms  or  cattle 
ranches  throuf^hout  the  country  v/hore  the  lack  of  transportation  prevents 
the  sale  of  fresh  milk.    Although  it  is  nmdc  in  many  regions,  and  often 
hears  'the  name  of  the  section  i-irherc  -oroduced  (Llanero  —  from  the  llanos, 
L-faracay/Teri ja,  etc.)  the  process  of  manufacture  is  generally  aoout  the 
same.     8/    The  ■'^at  is  a  hollow  log.     It  is  filled  udth  cow-v;arm  milk  vrhich 
is  curdled  with  rennet  tahlets  dissolved  in  salt  hrine,  and  thoroughly  mixed, 
tftien,  in  "0  to  45  minutes,  the  curd  is  sufficiently  coagulated,  it  is  gently 
squeezed  in  the  n^hey  until  it  forms  a  fairly  firm  roll.     It  is  then  removed, 
cut  into  large  slabs,  kneaded  srme  more  rmd  salted.    After  two  applications 
of  salt  are  thoroughly  distributed  through  the  curd  in  each  of  two  kneading 
operations,  the  curd  is  solidly  packed  into  cube-shaped  boxes,  generally 
about  15  inches  on  the  side,  perforated  at  the  bottom,  and  lined  with  heavy 
cheesecloth  which  overlaps  the  cheese.    Pressing  is  done  with  a  heavy  rock 
or  a  suitably  weighted  lover.     !2he  cheese  is  trimmed  after  one  daj^^'s  pressing 
and  returned  to  the  box  for  further  pressing  for  several  days,  after  which 
the  white  cheese  (queso  bianco)  is  ready  for  market.    TRe  inanner  in  which 
the  cheese  is  processed  is  not  only  very  unsanitary  but  rop'->rtedly  causes 
excessive  loss  of  fat.    Being  thoroughly  salted  and  pressed,  it  is  relatively 
hard  and  dry  and  keeps  vrell  for  the  limited  time  necessary  before  it  is 
consumed.     Since  none  of  this  cheese  is  cured,  it  is  tough  and  hard  to 


8/  See  Hunziker,  0.  P.,  and  Hodgson,  R.  3.,  The  Dairy  Industry  of  Venezuela. 
The  United  States  Department  of  Agriculture,  October  1,  1942,  pp.  39-44. 
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digest.    A  relatively  small  amount  of  local  cheese  is  nadc  of  iDoiled  curd. 
This  type,  knnvrn  as  queso  de  rnano,  is  round  in  shape.     There  vras  recently 
constructed  a  cheese  factory  in  the  milk  production  area  south  of  Lalce 
Maracaiho  in  Zulia  State,    ^^hile  this  factory  reportedly  uses  about  4,000 
liters  of  nilk  daily,  nothing  is  knovm  ahout  the  tj'pe  of  cheese  produced. 

With  cheese  produced  in  prohahly  every  state  of  the  country  and' data 
"both  on  milk  and  choese  production  unavailable,  any  guess  made  as  to  the 
annual  output  o"f  Venezuelan  cheese  is  subject  to  an  extremely  v/ide  range,  of 
error.    Hunzikor  and  Hodgson  published  a  figure  of  23,841,000  pounds  for  the 
year  1941,  provided  by  the  Ministry  of  A^cri culture  and  Arii.-iia.l  Husbandry. 
A  recent  guess  su^gcstod  by  the  United  States  2]mbassy,  possibly  applicable 
to  commercial  cheese  in  the  years  1946  through  1948,  was  slightly  loss  than 
9  million  pounds  per  year.    On  the  ba,sis  of  milk  p^oducti'^n  o.nd  utilization 
estimates  developed  earlier  in  this  report,  fijid  certain  comparisons  made 
vrith  respect  to  relative  quantities  of  dairy  products  sold  in  free  markets 
of  the  Federal  District,  a  1949  cheese  production  estimate  in  the  neighborhood 
of  15  million  pounds  is  suggested.    Actual  production  may  be  higher. 

Cheese  imports  in  1949  appear  to  have  approximated  5  million  pounds 
(4.3  million  ostim.ated  net)  compared  with  about  5,300,000  pounds,  (4.6  million 
estimated  net)  as  furnished  by  the  Director  G-eneral  of  Statistics  for  1948, 
The  1949  estimate  is  based  on  reported  data  through  November,  with  a  December 
estimate  based  ln,rgely  cn  trade  information. 

On  the  basis  of  the  above  considerations,  a  total  1949  cheese  consump- 
tion estimate  of  about  20  million  pounds  is  suggested,,  a  per  capita  con- 
sumption of  about  4^  pounds  for  the  year  (compared  \fith  over  7  pounds  per 
capita  in  the  United  States).    The  domestic  product  is  probably  more 
generally  consumed  throughout  Venezuela  than  any  other  dairy  food,  being 
a  breakfast  staple,  at  least  outside  the  large  cities,  and  is  consumed 
with  doss'erts  as  a  general  practice.    As  indicated  above,  it  is  sold  to 
retailers  in  cube  blocks  about  15  inches  on  a  side  and  is  generally  handled 
without  outer  packaging.     In  the  free  market,  Llanero  cheese  was  selling 
at  about  U.  S,  57  cents  per  pound  on  March  2,  1950,  and  regained  firm  until 
the  start  of  the  current  flush  when  prices  declined  to  ^"^bout  U.  S.  50  cents. 


-  20  - 


Most  of  the  imported  cheese  is  apparently  sold  in  the  larger  cities 
generally  to  people  of  average  or  better  incomes,  including  nationalsi  those 
of  European  extraction,  and  foreign  colonies.    Iiucn  of  this  market  is  reported 
to  be  quality-conscious.  - 

Dutch  Gouda  is  by  far  the  most  popular  imported  cheese.    It  is  favored 
for  its  high  and  uniform  quality  and  flavor,  its  keeping  qualitj?-  yrhich  permits 
its  use  for  2  or  3  months  rdthout  refrigeration,  and  its  increasingly  favorable 
loTf  price*    Dutch  Edam  is  also  finding  increasing  popularity  for  mudi  the  same 
reasons.    Both  t^qpes  are  being  imported  from  the  Argentine,  but  at  prices 
reported  to  be  high  relative  to  their  flavor  and  keeping  quality.    In  the., 
free  markets,    Holland  Gouda  was  selling  at  U.S.  81.6  cents  per  poijnd  on 
March  2,  about  3^  cents  higher  than  the  /jrgentine  t'Te.    Dutch  Idam,  in  1/3- 
to  1-kilogrcjn  balls,  sold  at  about  U.S.  vl.OO  per  pound. 

Parmesan  cheese  is  being  iinported  from  both  the  Argentine  and  Italy. 
There  is  a  relatively  large  consumption  of  Argentine  Pej*mesan-rt3.Tpe  cheese 
^y  Venezuelans  rrho  find  its  quality  satisfactory- for  use  in  the  preparation 
of  spaghetti,  macaroni,  and  related  dishes.    L  large  Italian  colony  reportedly 
favors  the  cheese  from  Italy,  although  higher  in  price,  because  of  its  quality. 
Parmeaan  (probably  Italian)  v^as  selling  in  the  free  markets  at  about  U.S.  95 
cents  per  pound  in  early  liar ch. 

Cheese  imports  from,  the  United  Stctes  increased  sharply  efter  the.v/ar, 
and  for  the  yeajrs  IShl  through  19h9  our  reported  exports,  amovnting  to  about 
1,100,000  pounds  annually,  accounted  for  approximately  25  percent  of  the 
total  Venezuelen  imports  (estimated  net  basis).    However,  this  proportion 
Y/as  sharpl},'-  reduced  after  the  September  (19li9)  devaluation  of  currencies  in 
sterling  block  countries.    The  plentiful  supply  of  dollars  available  to 
importers  has  attracted  increasTng  imports  from,  the  Netherlands,  Italy,  and 
Switzerland,  and  imports  from  the  United  States  are  now  believed  to  account 
for  less  than  15  percent  of  the  total.    Although  there  are  as  yet  no  quanti- 
tative limitations  on  cheese  imports,  all  cheese  is  subject  to  pajnnent  of  fu.ll 
import  dut^r.    Except  in  the  free  m.arkets,  there  are  no  price  controls. 

/ijnorican  processed  cheddar  is  the  United  States  t3'pe  which  appeal's  to 
have  gained  greatest  popularity.    It  is  estimated  that  about  70  percent  of 
tliis  cheese. is  sold  in  5-pound  loaves,  mostly  to  bars  and  restaurants,  where 
it  is  favored  for  its  slicing  and  cutting  qualities,     h  relatively  smaller 
amount  is  cut  into  portions  for  direct  sale  to  consumers  by  retr.il  distribu- 
tors.   The  smaller  l/2-  to  2-pound  packages  are  retailed  largely    for  home 
use.    It  is  sold  both  to  the  national  and  foreign  population.    The  sale  of 
this  cheese  has  been  limited  to  some  crtcnt  by  the  lack  of  refrigeration  in 
wrxchouscs  in  all  but  the  larger  stores,  and  in  homes.    P.cccnt  increases  in 
the  construction  of  i  hole  sale  cooler  space  r.iay  facilitate  groctcr  sales  of 
this  product.    The  retail  price  per  pound  for  American  processed  chuddar  in 
regular  markets  v.'-as  about  U.S.  )1  in  ecrly  Ilarch.    Unless  price  dispaidtj'" 
becomes  too  great,  there  aj)perTS  to  be  a  likelihood  of  at  least  a  moderate 
market  for  processed  cheddar  and  its  blends  for  some  time.    The  most  satis- 
factory inner  packaging  to  lend  keeping  quality  to  this  product  is  reportedly 
tin  or  wax-laminated  cellophane. 
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The  market  for  natural  chcddar  cheese  appears  to  be  very  limited.  Of 
United  States  cheese  e:^orts  to  Venezuela  in  19U0  and  19h9)  natural  cheddar 
cheese  comprised  loss  than  1  percent  of  the  total,    ifnile  there  seems  to  be  no 
criticism  of  its  flavor,  it  is  apparently  favored  neither  for  slicing  nor  keep- 
ing qi:alities«-    ■  The  sajnc  also  appears  true  of  Si/viss  cheese,  the  market  for 
v/-hich  gives  preference  to  the  STd-tzerland  product.    For  h.ai^d  and  semi-hard  type 
natural  cheeses,  greater  emphasis  should  be  placed  on  keeping  qualit^r.    It  is 
recommended  that  cheese  processors  make  drier  cheese  with  harder  rind  for  this 
market.    The  use  of  inicrocrystalline  wax  is  also  recommendod.    It  is  reportedly 
superior  to  paraffin  for  this  purpose. 

J'lost  dealers  report  seme  business  in  roquefoi't  types  from  France  and  the 
Argentine  and  some  from  the  United  Str?tcs,    But  '.7hile  the  price  and  margin  arc 
better,  the  market  is  lim,itcd. 

There  is  also  some  dcm.rnd  for  Csmcmbert  and  cn  intermittent  demand  for 
Ivfunstcr.    The  dciiiand  for  processed  spread's  is  moderate.    Rcportcdl};',  creaia 
cheese  is  too  subject  to  spoilage  for  profitable  sale. 

Butter 

The  production  of  butter  in  Venezuela  as  indicated  by  official  statistics 
has  sliovni  no  increase  since  19h3*    The  19h9  production  of  slithtly  over  3jU00,000 
pounds  was  aboxit  10  percent  loss  thsn  in  19hQ  and  about  12  percent  less  than  the 
prcvioiis  peak  in  19U5*  -  Butter  imports  in  19U9j  amounting  to  about  1,900,000' 
pounds  (net),  represented  a  decrease  of  nearly  60  percent  from  the  ii,5B0,000 
pounds  (net)  imported  in  19l!-8,  the  previous  record,    Tliis  decline  reflected  the 
inauguration  of  e.  quota  system  in  October  19U8  uncicr  vmich  im^ports  v/erc  per- 
mitted only  at  a  specified  3;\atio  to  purchasers  of  the  local  product.    Based  on 
United  States  csqiort  data,  over  U5  percent  of  the  19ii9  imports  originated  in 
the  United  States.    The  principal  other  suppliers  were  Denmark  and  Holland, 
Y;ith  relativelj'-  small  quantities  frori  the  Argentine  and  Nov/.  Zealand. 

A-s  stated  earlier,  most  of  the  butter  is  produced  in  six  Zuia  creameries 
with  small  quantities  produced  during  the  rainy  season  in  the  Caracas  railkshed, 
notably  at  Maracay. 

The  production  of  farm  butter  is  believed  to  be  negligible.    In  food  value 
and  market  prices,  the  returns  from,  cheese  ,are  probably  better.    Heat  and  humidi- 
ty and  the  lack  of  refrigeration  would  favor  cheese.    The  taste  and  majrket  for 
butter  are  found  principally  in  the  larger  markets.    The  lack  of  butter  know- 
hovf  and  a  satisfactory/  price  for  farm.- separated  cream  in  the  Perija  district, 
the  principal  fcjrm  croain  area,  may  fynnish  additional  reasons  for  tliis  belief, 

■  "^".Hiile  there  are  no  data  avaiia'i'le  idth  respect  to  year-end  inventories, 
average  annual  supplies  in  the  3  ye^rs  19U7-Ii-9  vrould  indicate  an  annual  consum.p- 
tion  of  aroxmd  6,5^00,000  pounds.    Due  to  import  restrictions,  19 i+9  consum.T'tion 
may  have  been  nearer  6  million  pounds,  or  about  1,3  poiuids  per  capita  (comp-ajred 
vdth  United  States  coiis^j.iption  of  about  10.5  pounds  per  .capita). 

Sales  of  butter  are  limited  laxgelj^  to  nationals  and  foreign  colonies  of 
high  income,  often  through  hotels  and  restaurants,  and  to  oil  company  coiTimissaries, 
D-ie  to  la.ck  of  refrigeration,  the  bulk  of  the  butter,  both  national  and  imported. 
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is  sold  in.  tins,    T/itli  the  rapid  groT.th  o."  ireeaer  arid  cooler  space  being 
provided  by  VBEC  in  its  v.-holesale  units  at  Caracas,  i.:3:rac&ibo,  and  assembly- 
points,  and  Trith  the  GoTerrjnent '  3  projected  ne"VT  Caracas  wholesale  market  center 
TdLth  reportedly  amp?ue  storage,  tliere  raa.y  be  a  trend  toi'ard  the  use  of  prints 
and  cartons.    The  larger  stores  are  also  installing  refrigeration, ■ 

Due  to  the  existance  of  a  generally  recognized  serious  deficiency  of 
edible  fats  and  oils  in  Venezuela,  this  country  has  taken  several  measures 
aimed  at  encouraging  the  domestic  production  of  fats  of  both  r.m-mal  and 
vegetable  orif^in.    Measures  aimed-  at  prctcction  have  included  the  restoration 
of  full  duties  on  i-niports  and  the  establisbnent  of  quota  systems  under  which 
all  imports  of  lard  and  butter  have  required  the  issu.ance  of  prior  licenses. 
Imports  of  mai^gaivhe  have  been  rather  effectively  restricted  by  import  duties 
of  Bs,  8  per  gross  kilo  (over  U.S.  vl«20  T^r  poundy  net).    The  duty  on  butter 
amounts  to  Bs«  2.2  Dcr  gross  kilo  (U.S.  33-35  cents  per  pound,  net). 

The  present  import  ratio,  arjrounced  in  October  19l;95  permits  import  'licenses 
to  be  issued  for  200  rovTida  of  butter  to  ever^"  100  pounds  of  national  butter 
purchased  ay  x-he  r?' rlicrnt.    .Mtho-v^rh  the  ratio  iras  relaxed  at  least  tvrlce 
during  19U9j  importers  reported  it  increasingly  difficult  to  obtain  the  necess- 
ary national  purchssc  certificates  because  of  the  inability  of  the  local  cream- 
eries to  furnish  the  r:r,uested  bTittor.    This  Dxpecrs  to  have  led  to  certain 
marketing  abuses,  apparently  including  black'  r.GJ^ket  sales  of  certificates  of 
purchase,    "iith  the  advent  of  the  10$0  sprinp'  flush,  pressure  on  the  part  of 
local  butter  pi^oduccrs  to  raise  tlie  ratio  of  local  to  imported  butter  rras 
renewed. 

Butter  and  dry  '.  hole  miUc  arc  the  onljr  dair;'-  products  subject  to  general 
price  control.    The  price  of  national  butter  to  idiolesalers  at  the  creajnery, 
in  tins  of  3Q3  grams  each,  is  fixed  at  U,S,  'v^»l^'5  por  -poiindj  raid  in  "cases  of 
200  cans  175^  gramas  erch,  (at  U,Se)  ■;i.265  per  poiuid.    The  r.holesaler  may  chsLrgo 
the  retailer  .8  percent  more  than  his-  cost,  and  the  retailor  may  add  10  percent 
to  his  price.    For  iiuportcd  butter,  tho  rrholosaler  is  permitted  to  charge  the 
retailer  8  percent  more  thjji  his  cost,  md  the  retailor  may  add  10  percent."  9/ 
The  Caracas  free  market  price  in  early  I 'arch  1950  of  local  butter  in  1-kilo  ■ 
packages  v/as  U.S,  ^>l,ll45  per  pound.    United  States  imported  butter  in  cartons 
was  retailing  at  U.S.  v-l^O?  per  pound.    There  ws  virtually  no  change  by  mid- 
June, 

The  premium  butter  of  Venezuela  is  a  special  brrnd  of  D.:Jiish  product  of 
good,  uniform  quality,  the  market  for  vrhich  has  been  er.tablished  over  a  period 
of  several  years,    Tnis  butter,  packed  in  385-grcjn  cms,  ret>-.ils  in  the  free 
markets  for  U,S,  f'1.3ij-  per  pound  and  in  175-Si'--^  tins  for  cbout  U.S,  vl«UU  per 
pound.    The  local  303-gram  tin  sells  for  U.S.  ^1,315  per  pound.    An  imported 
competitor  of  United  States  butter  packed  in  1-pound  tins  \rc.s  selling  at  U,S. 
■}1.02  (compared  v/ith  the  United  States  butter  at  U.S,  '..l-OS), 


9/  I!ach  information  for  this  report  has  been  obtained  from  current  despatches 
of^Jobji  H,  Kem.pton,  Agriculture!  j.ttache,  United  States  Eiiibasey,  Cai-acas, 
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In  general,  imported  butter  is  preferred  over  the  nc.tional  product,  due  in 
lexgo  part  to  the  vc.riable  qur?iity  of  tiie  latter,  althoxTgh  soma  Venezuelan 
creameries  reportedly  produce  a  product  of  good  quality.    Ifalle  the  United  States 
is  still  the  major  country-  of  origin  for  imported  butter  which  enjoys  general 
acceptance,  our  product  is  reportedly  meetin?  rdth  increasingly?-  severe  price 
competition  from  Denmark  and  the  Netherlands.  Argentine  butter  is  reported  to  be  not 
jet  a  serious  competitor,  due  to  its  high  price  relative  to  quality.  Occasional 
lots  are  also  expected  from  Nevf  Zealand. 

?/hile  the  Venezuelan  demand  for  butter  is  growing  gradually  and  there  is  an 
expanding  taste  for  good  butter,  educational  or  promotional  ■work  can  accomplish 
little  until  the  present  structure  of  high  costs,  high  import  duties,  and  related 
restrictive  measures  are  removed.    The  apparent,  inability  of  local  px^oduction  to 
respond  to  high  prices  and  protective  measures,  ho^\-ever,  implies  that  under 
present  economic  conditions,  there  will  continue  to  be  an  import  market  for  from 
2  to  5  million  pounds  of  butter,  annuallj^,  for  some  time. 

Condensed  Mi].k 

Vener.uela's  entire  production  of  condensed  rndlic,  like  that  of  dry  v,iiole  milk, 
evaporated  milk,  and  nonfat  dry  mi3Jc  solids,  is  processed  in  the  condensery-milk 
dr^.d-ng  plant  at  Santa  Farbara.    It  has  been  second  in  importance  to  dry  wiiole 
milk  in  the  output  of  that  plant.    Production  in  19h9f  amounting  to  about 
lj3&0,0C0  pounds,  -.Tc.s  cnly  slighbly  less  tho.n  in  19ho,  out  '.Tas  26  percent  less 
than  the  19u7  peal<:. 

There  are  no  separate  cu.rrent  data  available  on  quantiti'^s  ox  condensed  milk 
imported  into  Venezuela,    The  last  year  for  v.hich  estimates  ^>rere  made  yics  19h3) 
Tjhon  imports  amounted  to  about  7j 300,000  pounds  (estimated  net),    Hovxevor,  if 
United  States  prowor  exports  to  V'cnezuela  compared  v>rith  the  early  postvrar  years 
may  be  tal^en  as  an  indication,  there  has  since  been,  a  considerable  decline. 
Although  United  St;..te3  e:qoorts  of  this  product  increased  shiorply  during  the 
first  8  or  9  m.onths  of  19U9j  this  may  have  been  in  anticipation  of  the  restora- 
tion of  the  full  t.ariff  on  evaporated  and  condensed  vnilk  T/_iich  occurred  at  about 
the  end  of  the  yeas.    United  States  exports  in  19^9  totaled  819,000  pounds 
compared  vdth  a  19h6-19li6         ^-yccT  average  of  118,000  pounds. 

Most  of  this  product  is  ii'nported  and  distributed  by     relatively  fcvf  firms* 
Its  principal  use  is  reported  to  be  for  infant  feeding,  especially  in  horiCs  not 
equipped  vdth  r  cfrigcration.    \7ith  the  use  of  drjr  v;hole  milk  already  well 
established  in  m.ost  homes  that  cm  afford  either  product,  most  distributors 
can  sec  little  l.ikolihood  of  rn  increase  in  the  consumption  of  condensed  milk. 
Of  the  relative^/  limited  market  available,  it  seems  likely  that  the  Nether- 
lands, Canad:.,  and  ^ossibl^''  Australia  and  New  Zealand  will  take  an  increasing 
share,  due  to  their  ability  to  under  sell  the  /jnoricrn  product. 
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Evs-poratcd  Milk 

Production  of  this  piTiduct  in  tho  S^-ntr.  Barbrra  plant  vras  negligible  until 
19)40,  -v,-licn  about  207,000  pounds  t^qto  produced.    The  output  in  19 U9  anounted  to 
56U,000  potmds.' 

No  scriax-'atc  data  arc  available  on  Venezuelcn  inports  01  evaporated  milk. 
Unlike  the' situati'-n  vrith  respect  to  condensed  milk,  expoiiis  from  the  United 
States  in  19l>9  of  l,08li,000  po^onds  represented  a  sh.arp  decline  fron  such 
exports  in  19li8,  and  a  further  decline  from  19U?.    lAiile  there  is  no  informa- 
ticn  relative  to  imports  from  Canada  or  the  I'Tetherlands ,  this  decline  msy  be  at  le 
partly  offset  b7  increased  L-nports  fron  these  countries. 

Lacking  data  on  total  supplies,  per-capita  consuiapticn  cannot  be  estimated. 
HcTfevcr,  it  seems  reasonable  to  presume,  that  the  consumption  rate  has  not  increas 
since  I9I4.75  2nd  that  19li9  total  consumption  is  probably  no  greater  than  2  million 
pounds.    This  is  approximately  the  rmiount  exported  from  the  United  States  in  19U7 
v/hen  that  ccuntrj'-  xrzs  virtually  the  only  svipplicr.    On  this  basis,  consumption 
would  be  less  than  O.p  pounds  per  capita. 

As  in  the  case  of  condensed  milk,  the  ge^iera-l  availability''  rnd  use  of  dry 
•'■'■hole  niLk  probably  has  lim-ited  the  use  of  this  product  largely  to  the  feeding 
of  infants.  As  in  the  case  of  condensed  miUc,  there  appeajrs  to  be  little  like- 
lihovod  of  cji  increase  in  demrpid  for  this  product  in  the  near  future.  Not  only 
is  there  the  prospect  of  increased  ccnpetition  from  Canada  and  the  Netherlands, 
but  there  is  a  probability'  of  some  further  increase  in  the  output  rf  the  local 
plant. 

Sterilized  Fresh  Nillc  and  Cream 

Thcr-,.  rras  a  shaj:'p  increase  of  United  States  eicports       ]:>roducts  in  this 
cateroiy  in  19li9  over  earlier  ^zers.    Including-  frozen  milk,  carjicd  sterilised 
creai.i,  and  other  related  products.  United  States  exports  have  increased  from 
125,000  pounds  in  19 end  lU.,000  pounds  in  19 UG  to  873,000  pounds  in  19 U9. 

Fresh  frozen  m:.llc  has  been  furnished  in  gradually  increasing  quantities 
t^  oil  company'-  crmps  and  commissaries  and  has  been  purchased  at  hijh  prices 
by  -..'■cll-'to-do  foreigners  in  the  large  cities.    The  market  for  this  product 
appe:.rs  liirited  to  highx  income  groups. 

'   Imported  sterilized  -^/hipping  and  table  creajn  is  reportedly  bvjing  sold  in 
increasing  qurntities,  both  to  national  and  foroign  ccnsum.ers.    Although  the 
market  for  this  product  is  potentially  greater  than  that  for  frozen  milk,  it 
is  obviously  open  only  to  those  of  more  thcjn  limited  means.    Since  Vcnezuelrji 
classifications  of  dairy  product  inports  differ  from  those  applicable  in  the 
United  St^^.tes,  before  any  prograjri  of  exportation  is  stejrted,  it  may  be  :Tell 
to  consider  the  procedure  outlined  under  the  section.  Some  Froblr.ms  Facing 
States  Exporters  .-^f  Dairy  Products  and  Suggestions  Relative  to  Their  Soluti^-n. 
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Sr.licnt  Points  in  Vcncg-ucla's  Iianediatc 
Business  Outlook 


No  restrictions  r.rc  anticipr.tcd  on  the  purchase  anr!  sale  of  dollar  cjcchangc. 
Barrinc  sharp  economic  reversals^  the  Central  Bank  of  Venezuela,  the  sole 
buying:  and  selling  agent  of  the  Government,  is  expected  to  continue  to  hold 
large  reserves  of  gold  end  foreign  exchange  for  at  least  the  next  ferr  years. 

Venezuela's  income  from  oil  and  its  derivatives,  vrhich  account  for  vrell 
over  90  percent  of  the  value  of  all  exports,  is  expected  to  continue  not 
greatly  different  from  that  in  19k9  in  the  near  future  if  the  present  course  in 
production  and  prices  continues. 

Vihile  oil  production  declined  from  the  monthly  peak  rate  achieved  in 
Januaiy  of  this  year,  if  the  recent  rate  of  production  is  continued,  total 
production  in  19^0  may  not  be  much  different  from  that  in  19li9»    Most  of  the 
effects  of  a  strike  in  early  May,  reportedly  involving  more  than  half  of  the 
countiy's  oil  workers,  have  been  overcome.    The  production  of  /jnerican-oivned 
petroleum  companies  rras  voluntarily  reduced  in  February  in  an  attempt  to 
forestall  any  restrictive  action  r.lth  rcsix;ct  to  oil  imports  on  the  part  of  the 
United  States  Gcvcmmcnt,  although  a  recovery  in  output  has  since  been  made. 
This  action  reportedly  was  in  line  ■'Tlth  reductions  made  by  producing  companies 
in  the  United  States.    On  the  other  hand,  a  large  Ehitch-British  concern  has 
been  cxpanc'lng  its  Venezuelan  production  in  supplying  the  inci'easing  needs  of 
sterling  and  other  soft-currency  countries.    The  recent  removal  of  British 
gasoline  rationing  and  the  reported  pro-rata  sharing  of  the  resulting  increase 
in  consumption  rrith  /uiicrican  comprnics  may  stimulate  Venezuelan  production  as 
well  as  that  of  the  Ifiddlc  East*    However,  it  should  be  remembered  that  not  only 
must  the  entire  Venezuelan  production  be  pold  for  in  hard  currency  at  high 
labor,  processing,  and  transportation  costs,  but  there  is  the  question  of  the 
extent  to  T-hich  these  markets  r:ill  be  supplied  by  lower-cost  oils  of  the 
Midcl-c  East.    In  addition,  it  is  not  yet  knoim  how  much  the  recent  tormanation 
of  the  United  States-Iiexican  trade  agreement  vrill  affect  Venezuelan  export. 

Petroleum  prices  may  also  continue  about  steady  in  the  neajr  future, 
T7ith  recent  cut-backs  in  the  proc'uction  of  light  crude  petroleuj-a  and  mth 
United  States  consum.ption  exceeding  that  of  last  year,  prices    of  oils  in 
this  category  are  expected  to  continue  at  least  steady.      Prices  of  medium 
and  heavy  crude  oils  (approximately  tvfo-thirds  of  Venezuela's  production), 
although  slightly  belov:  19U8  highs  largely  as  a  result  of  recent  moderate 
mnters  in  eastern  United  States,  arc  not  cx-oectcd  to  average  much  below  those 
of  19i;9. 


With  less  than  2  percent  of  the  totr2  Venozuolrn  population  directly 
employed  by  the  petroleum  industry,  the  over-all  importance' of  oil  to  the 
Venezuelan  eccnony  nay  at  first  a.pperT  overstated,    HoT/evcr,  irhon  it  is 
understood  that  the  direct  revenues  (royalty,  income  taxes and  foreign 
exch?jige  differential)  derived  by  the  Government  from  the  petroleum  conpmies 
in  19U9  accounted  for  60  percent  of  the  Government's  total  revenue,  it  m^.y  be 
seen  that  any  reduction  in  the  proc^jiction  or  price  of  oil  has  broad  implica- 
tions.   This  percentage  apparently  does  not  include  revenues  from  exploration 
and  initial  production  taxes,  and  of  cc-irse  would  not  include  that  portion  of 
indivi canals '  income  t?xes  derived  directly  or  indirectly  from  oils    In  addition, 
it  does  not  include  any  allowance  for  the  amount  by  which  the  value  of  import 
duties  and  consumption  taxes  are  affected  by  purchases  stimulated  by  incomes 
derived  c''irectly  or  indirectly  from.  oil» 

Im  increasingly  broadened  base  of  consum.cr  purchasing  poirer  is  suggested' 
by  Venezuelan  Irbor's  recent  gains'  in  wages,  sociai  insurance,  profit-sharing, 
and  bonus  payments.    It  is  rlso  reflected  by  records  or  near-records  in  the 
volume  of  production  in  some  local  industries  and  of  retail  srles,  in  the 
large  net  income  froFi  business  ajid  conmierce,  in  record  Government  expenditures, 
a-nd  in  the  liberal  credits  available  from  commercial!-  banks  in  19h9» 

ITith  petroleum,  and  its  derivatives  acco-ionting  for  over  90  percent  of  the 
total  value  of  experts,  the  outlook  for  rottirns  from  coffee  and  cacao  (accounting 
for  most  of  the  remaihder),  while  favorable,  is  relatively  unimportant. 

Barring  the  taking  of  additional  restrictive  measures  on  imports  of  oil 
' to  the  United  States  rnd  borring  the  development  of  limiting  factors  relative 
to  the  market  in  Europe  rnd  other  sterling  and  soft  currency  areas,  the  income 
from.  Venezuelan  oil  probably  will  continue  sufficiently  great  to  permit  the 
unrestricted  use  of  dollar  exchange  for  imports  of  dairy  ^oroducts  in  the  near 
future.    10/  1 

Chgracteristics  of  Venezuelan  Markets  for  Dairy  Products  "1 

A.    Market  Areas  11/ 

There  are  three  primary  marketing  areas  in  Venezuela  centering  around 
the  three  urban  areas  from,  v/hich  most  imported  dairy  products  -lYould  logically 
be  distributed. 


10/  Hovrcver,  as  noted  elsewhere,  the  use  of  dollar  exchange  for  dairy  product 
imports  is  being  retarded  by  certain  restrictive  measures. 

11/  These  comments  are  based  partly  on  "Mcrketing  /jreas  in  Venezuela"  by 
H.  Theodore  Moffmrn,  International  Reference  Scr'.'ice,  O.I.T,,  Vol.  3  No.  U2, 
October  19U6,  and  Supplement  No,  18  to  International  Reference  Service  Vol,  VI 
by  Frederick  Ilaresch,  August  19U9» 
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The  Caracas  area    comprises  the  populous  north  central  portion  of  the 
country. .  In  addition  to'  the  Federal  District  snd  the  States  in  the  Central' 
milkshed^  it  includes  Lara,  Yaracuy,  the  eastern  part  of  Falcon,  Portuguesa, 
Cojedesi,  Barinas,  and  the  northern  part  of  Guarico.    Sometimes  incliided  Ydth 
tlij.s  reheral  'BTsa,  but  important  chiefly  in  the  domestic  trade,  is  a  northeast- 
ern area  comprising  the  northern  part  of  Anzoategui  (served  by  ports  of  Quanta 
and  Rierto  la  Cruz,  often  through  Barcelona),  Sucre,  served  by  the  ports  of 
Curaana.  and  C-3ru]3a.no,,  and  tlie  northern  part  of  Monagas,  served  partly  by  the 
above  easteiT,  ports,  , 

Caracas,  the  financial  and  commercial  center  ox  Venezuela,  is  headquarters 
for  most  of  the  large  comm.ercial  houses  snd  ^'holesale  importers,  many  of  irhich 
m.aintain  branch  offices,  stores,  and  traveling  salesmen  covering  the  entire 
country''.    Most  of  the  important  industries  are  located  in  this  area. 

The  Maracaibo  area,  second  in  importance,  includes  the  State  of  Zulia, 
the  Andes  States  of  Tachira,  Merida,  and  Trujillo,  and  the  rrestern  part  of  the 
State  of  Falcon.    This  area  owes  its  importance  to  the  petroleum  industiy,  its 
gromng  agricultural  trade,  and  to  the  lack  of  adequate  transportation  between 
Caracas  and  these  areas. 

The.Ciudad  Bolivrr  area  comprises  the  lovrer  Orinoco  valley  and  the  delta 
region.    It  includes  the  States  of  Apuro  and  Bolivar,  the  territories  of  Delta 
Amacuro  and'Amazohas  snd  the  southern  parts  of  the  States  of  Guarico,  Anzoategui, 
and  Monagas.    Imports  to  this  arcs  arc  gciicrally  transshipped  from  the  island  of 
Trinidad,    Of  less  inportance  than  the  other  tvro  areas,  and  of  small  population, 
this  area  has  little  large-scale  agriculture  and  a  shortage,  of  dairy  products  in 
some  sections.    It  is  largely  deDcndont  on  river  transportation.  'The  large 
steel  companies  operating  in  this  area  prcoumablj'"  arc  supplied  by  their  offices 
in  the  United  States.     .  ' 

B,    Econdmdc  and  Social  Characteristics 

Until  the  nid-19[i.O ' s ,  Venezuelan  tariffs,  originally  intended  to  serve  as 
a  protection  to  loctll  industrjr  and  agriculture,  t/erc  among  the  highest  in  the 
world.    12/  Duties,  applicable  to  foodstuffs  and  other  products,  were  reduced 
during  the  war.    They  became  less  restrictive,  also,  by  virtue  of  being  on  a 
specific  rather  than  an  ad  .valorem  basis,  d.ur.ing  a  period  of  rising  prices. 
Recently  there  again  has  been  a  tendency  tov-rard  protective  increases  and,  in 
general,  tariffs  have  boon  suf  riciently  high  to  sustain  relatively  high  cost 
operations.    The  cost  of  labor  and  transportation  mthin  the  country  is  high. 
The  cost  of  marketing,  m-uch  of  vmich  has  been  through  small,  inefficient  retail 
stores,  has  also  been  high. 

Returns  to  local  producers,  however,  have  been  relatively  low,  Vlhile 
caused  mostly  by  serious,  transportation  problem.s,  this  has  been  partly  the 
result  of  high  m.argins  and  marketing  inefficiencies.    In  the  Caracas  market 


12/  See 'Economic  Controls--  and  Commercial  Policy  in  Venezuela,"  U,  S,  Tariff 
Commission,  ffashington,  D.^  C#,  19h$» 
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fanners  supplying  meats,  dairy  and  poultry  products,  end  other  produce  are 
required  to  remove  their  carts  and  trucks  froin  the  city  by  9  o'clock  in  the 
morning.    Obviously,  this  has  ino?nt  that  they  could  be  exploited  by  merchants 
vfho  vdthhold  their  puTchascjs  until  the  final  hour.    These  conditions,  and  other 
infl?tionary  influences  relating  to  an  oil  cconom3'-  have  resulted  in  scarcity  and 
extremely  high  prices,  of  foods  to  the  bu3-k  of  consumers. 

In  late  19U6,  under  the  pressure  of  food  scarcities  and  high  costs,  the 
Government  started  a  policy  of  perriiitting  duty  free  entry  for  all  preserved  milk 
(evaporated,  condensed,  nonfat  dry  milk,  end  dry  T^hole)  and  butter  from  all 
countries,  on  ^'diich  exoneration  v^as  specifically  'requested. 

At  about  that  time  there  were  also  established  a  mLmber  of  "free"  markets 
in  Caracas  and  other  cities  throughout  the  country  to  help  reduce  food  prices 
and  to  furnish  a  place  from  ^"hich  the  individual  producer  might  retail  his  pro- 
ducts ydthout  rental  costs.    The  Govemment  not  only  fixes  end  publishes  prices 
for  m.erchandise  sold  in  these  mrrkcts,  but  acts  as  a  retailer  itself  for  a 
limited  number  of  staple  commoditicss    IWiile  the  Government  opera.tion  of  these 
markets  has  not  always  been  profitable,  their  use  by  smaJ.1  prodacers  and  their 
patronage  by  consumers  has  been  populajr  and  their  business  has  continued  to 
expand.    These  markets  have  been  useful  in  increasing  sales  of  national  and 
imported  dv±Ty  products  at  reduced  mr^kups  to  lav  income  groups.    Eleven  markets 
are  nov^  in  operation  in  Crre.cas  and  surrounding  tov/ns  and  cities,    Fnile  the 
seven  free  markets  in  Carrcas  arc  nov-  open  2  or  3  daj's  a  Trcek,  those  in  outlying 
toi"/ns  are  still  being  used  only  once  'reckly.    Free  merkets  are  also  understood 
to  be  operating  in  all  other  state  capital  cities  and  in  about  10  other  m.oderate- 
sizo  toT'ms.    Maraceibo  is  understood  to  have  t~'o  or  three  such  miarkcts. 

In  addition,  Caracas  rnd  some  of  the  other  large  cities  have  established 
large  municiprl  marketing  centers  rrherc  moderate  rentals  are  charged  to  pro- 
ducers end  small  mcrchcnts,    A  ncr-f  Tjholesale  market  center  is  projected  for  the 
Caracas  area  rrith  a  reiri^; oration  crpacity  of  1^7^000  cubic  feet,  compared  v/ith 
the  30,000  cubic  feet  novr  avrilable  at  the  Caracas  Central  Ilarkct,    Additional  1 
plants  are  nop:  under  construction  throu.ghout  the  country,  j 

It  is  importcnt  to  rcr.ember  that  nearlj'"  all  food  marketing  is  done  on  a  ? 
day-to-day  basis  and  that  little  produce  is  held  over.    This  practice  has  been 
the  result  not  only  of  the  generally  inadequate  storage  available  rjround  market 
places  in  the  past,  the  use  of  small  strlls  or  st-rnds,  end  the  necessity  of 
removing  trucks  and  carts  by  mid-moTning,  but  also  of  the  lovr  purchasing  pov^er 
of  the  bulk  of  consumers  and  the  absence  of  refrigerators  or  other  home  cooling 
devices,  *  ' 

In  en  additional  attom.pt  to  assist  local  producers  in  the  marketing  of  their 
produce,  the  food  distribution  company  (C/iDA)  of  the  Venezuela  Ersic  Econony 
Corporation  opened  a  Ir.rge  vrholesrle  vrarehouse  r.dth  freezer,  cooler,  end  dry. 
storage  in  Caracas  as  a  part  of  its  general  distribution  program,    A  part  of  this 
space  was  to  be  used  to  provide  storage  space  for  farmers  unable  satisfactorily  ' 
to  dispose  of  their  produce  by  the  morning  curfevr.    It  is  imderstood  that  a  part 
of  this  space  was  to  be  leased  commercially,    Oi-.-ncrship  of  this  warehouse 
recently  was  turned  over  to  a  Government  corporation J    it  is  understood  that 


CACA  has  also  discontinued  distribvrting  tlirouch  r.  Ir.rgo  food  center  in  one  of  the 
low  income  sections  of  Cr.racas  where  it  ffold  in  wholesale  quantities  to  local 
operators  and  supervised  the  retail  ncrchandj.sing  operations.    However ,  a  similar 
t7pc  of  distribution  center  has  been  started  in  Maradaibo  v;hcre  CADA  is  under- 
stood to  be  expanding  food  sales  in  partnership  with  2  local  r.erchants. 

Due  to  its  importance  in  the  distribution  of  food  in  Venezuela  and  reportedlj 
other  Central  and  Latin  Araericrn  countries,  a  few  ?sd.ditional  comraents  concerning 
this  company  (CADA)  may  be  pertinent.    It  v.-as  organized  for  profit  as  one  of  the 
four  principal  operating  compmics  of  the  Venezuela  Basic  Economy  Corporation 
13/primarily  to  centralize  the  purchasing  of  basic  foods  for  the  oil  ccmpames, 
Tn  addition  to  its  distribution  to  oil  company  commissaries  and  through  the  ■ 
supermarket  in-  Mr'.racaibo,  it  operates  as  a  wholesale  distributor  of  foodstuffs 
to  a  largo  number  of  stores  and  shops. 

About  50  percent  of  its  supplies  arc  purchased  in  Venezuela,  and  some  are 
stored  in  large  Y/arehouses  at  Val'ira  and  Barquisimcto  for  distribution  in 
Maracaibo  and  Caracas,    An  additional  storage  and  distribution  center  is  located 
at  Puerto  la  Cruz  for  supplying  oil  companies  and  tomis  in  eastern  Venezuela. 

Of  the  imported  foodstuffs,  about  75  percent  of  CADA's  purchases  are 
supplied  by  a  VBEC  purchasj.ng  agency  vdth  offices  in  the  United  States  Ik/,  The 
balance  is  purchased  in  the  open  market. 

In  spite  of  the  developments  ..Qutlincd  above,  the  bulk  of  dairy  products  in 
Venezuela  are  still  sold  through  small  independent  retail  establishments  where 
mrxkcting  margins  are  high  and  quantity  discounts  afe  rare. 

An  important  characteristic  of  the  Venezuelan  market,  as  is  the  case  in 
many  Central  Amcricaji  countries,  is  the  pattern  of  income  distribution.  By 
United  States  standards,  the  income  of  the  bulk  of  the  population  is  extremely 
low.    Over  half  of  the  Caracas  x>opiil"-'tion  lives  in  virtual  poverty.  Conversely, 


13/  Of  the  tliree  other  companies ,  operations  of  the  milk  distribution  company 
(iMlACA),  were  discussed  above.    A  food  production  coiaprjiy  (PACA)  operates  a 
poultr;;,'"  farm,  two  general  farms  and  a  large  cattle  ranch  at  scattered  points  in 
Venezuela,    The  cattle  ranch,  operated  in  the  general  fanning  area  near  Santa 
Barbara,  at  the  south  end  of  Lake  Llaracaibo ,  is' principally  concerned  vdth 
flying  out  fresh  bzof  under  Cvontract  to  oil  company  coiijnissarics.    A].l'  of  its 
milk,  the  prod-uction  of  r^Thich  is  of  minor  importance,  is  sold  to  .the  nearby 
milk  plant  (BIDULAC)  for  processing.    A  fourth  company,  Pesquerias  Caribc.C.A., 
is  engaged  in  the  processing  and  majrketing'.of  fish. 

lU/  Inquiries  concerning  sales  to 'VBEC.  may  be  addressed  to  Post  Office  Box 
2300,  Bienville  Street  Tilharf,  New  Orleans,  Louisiana,  where  it  is  understood  all 
contracts  of  purchase  originating  in  the  United  States  are  made. 


the  percentage  of  famlies  Tfith  high  inconcs  is  extremely  small.    Data  on 
taxable  Venezuelan  incomes  indicate  that  in  19hS  fewer  than  2  percent  of  the 
families  had  annuaJ.  incomes  in  eccess  of  4p35  000  compared  Tn.th  about  $0  percent  . 
in  that  categor;^'-  in  the  United  States,    T'his  appears  the  more  significant  .-.'^hcai  ■ 
it  is  realized  that  the  general  level  of  prices  is  somewhat  higher  in  Venezuela 
than  in  the  United  States,    Until  recent  years  there  has  been  no  appreciable 
number  o-^  fcjrdlies  in  middle  income  brackets,    ITith  the  sharp  increase  of 
employment  and  income  in  petroleum  and  manufacturing  industries,  in  distributive 
and  service  industries,  and  in  clerical  end  related  fields,  a  middle  income  class 
has  been  rapidly  developing. 

The  bulk  of  imported  dair^,""  products  shipped  to  the  Caracas  marketing  area 
arc  consigned  direct     to  large  established  v^holesalc  merchants  adequately 
capitalised  to  maintain  large "stocks  and  operating  as  sole  representatives  of 
the  principrl  exporters  of  the  United  States  and  other  .countries.    This  practice 
may  ha.ve  developed  partly  as  a  result  of  the  im.portant  position  of  responsibility 
assumed  by  the  consignee  in  connection  Tvith  the  preparation  of  all  invoice 
declarations  and  other  docuEicnts  necessary/  to  6.c±ry  product  im.portation,  (Sec 

"Some  Problems  Facing  United  States  Reporters  ")    In  the  Caracas  area, 

these  merchants  frequently  sell  and  sen.d.ce  retailers  direct.        These  com.panics 
often  have  brrnches  or  salesmen  covering  other  sections  of  the  country,  and' 
orders  for  imports,  "'"Id-ch  rrould  not  logicrJ-ly  move  through  the  Caracas  ajrea,  rne 
genera.lly  consigned  directly  to-  the  customer,  usually;-  a  T.iiolesale  distributor. 


Some  Problems  Facing  United  States  Exporters  of  Daiiy  Products 

and  Suggestions  Relative  to  Their  Solution 

The  follo^.-.i.ng  paragraphs  are  not  intended  to  anticipate  or  answer  all  of 
the  problems  facing  exporters  of  dairj?-  products  to  Venezuela,    They  are  intended 
more  to  call  attention  to  some  of  the  conditions  m.ost  frequently  presenting  pro- 
blcm-S  to  the  exporter,  and  to  offer  som.e  suggestions  as  to  their  solution. 

I,    Some  Suggestions  and  Comm.ents  on  Exporting  Procedure 

No  attempt  mil  be  miadc  to  present  the  stcp-by-step  procedures  involved  in 
the  exportation  of  dairy  products  to  Vaiczuela,    The  present  complications  of 
this  trade  arc  sufficiently  groat  and  changeable  as  to  make  highlj'  advisable 
the  securing  of  a  thoroughly  competent  agent  or  representative  to  handle  and 
advise  on  the  measures  necessary  to  comply  mth  evcr^r  existing  regulation  and 
to  keep  abreast  of  every  change.    Some  of  the  im.portrnt  considerations  in  the 
procedure  for  exporting  dair;^^  products  to  Venezuela,  however,  are  discussed 
below: 

A,    Prior  to  Starting  the  Ibcport  Pi^ogrrm 

1,    Selection  of  a  competent  agent,    A  competent  agent  or 

representative  in  addition  to  being  able  to  keep  informed 
on  all  procedures  andi  changes  in  import  regulations, 
can  effectively  pion-eor  the  introductory'"  sales  of  a  new 
product,  can  distribute  the  pixjduct  through  the  most 
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-  promising-  outlets  rlthout  prcjudicG  Mid  dxscrinunr.tion^ 
and  cm  glvo  or  obtrdn  helpful  legal  advice.    Ho  can 
prove  invaluable  by  keeping  abreast  of  current  md  pro- 
bable import  regulations  nnd  acviso  the  exporter  on  hov; 
to  avoid  subjectixig  liimself  to  fines  or  delrjrs  in  his  pro- 
cedure \n.th  respect  to  export  documents.    In  the  selection 
of  an  agent,  rnd  in  mrJcing  other  business  contacts, 
exporters  rdll  find  the  World  Trade  Directory  ?nd  other 
services  of  the  Commercial  Intelligence  Division,  O.I.T., 
U,  S.  Dopc?rtment  of  Ccmmcrce,  vcr;'  helpful.  Through 
these  services  information  concerning  foreign  firms  mry 
bo  obtained  relating  to  type  of  orgrj^ization,  method  of 
operation,'  number  of  employees,  territory  covered,  and 
reputation  in  trade  and .  f inrjicial  circles, 

2;    Import  licenses.    15/  For' some  products,  presently  including 
butter  nid  dr^'  v.-hole  milk,  prior  import  licenses  must  be 
obtained  from,  the  Nationri.  Supply  Commission.  Separate 
licenses  arc  required  for  each  coromorcial  order  (not 
neccssrrily  each  shipment)  end  are  valid  for  a  liLiited 
tim.e  during  rrhich  the  entire  order  must  be  completed.  In 
addition  to  the  value  of  the  goods,  those  licenses  should 
shoT/  insurance  and  freit^ht  charges  unless  a  separate 
license  is  obtained  covering  these  charges. ■  The  number  of 
this  license  shoul.d  be  shoY.Ti  on  the  consular  invoice  or 
invoices  covering  the  shipment, 

I'  ■ 

These  licenses  Jiiay  be  cancoELcd  v;hchevcr  the  Commission 
focls  that  conditions  vrrrrant  it,    (See  discussion  under 
Tariffs  and  Related  Import  Regulations.) 

3«    ScJiitary  Certificates.    Those  certificates  cxc  required  for 
all  dolry  products    They  should  contain  a  s"tatcment  of  a 
competent  srjiitaiy  authority  that  the  product  is  accepted 
for  public  sale  and  is  consumed  in  the  United  iStates,  This 
certificate  must  be  -legalized  by  a  Venezuelan  Consul,  Under 
present  regulations,  once  this  certificate  is  accepted  mth 
respect  to  a  given  product,  no  additional  SGnitaj.y  certifi- 
cates are  required  for  subsequent  shipments,  (Special 
health  certificates,  required  for  each  shipment,  arc 
discussed  b el OTr  under.  Certificates  of  origin  .and  health, ) 


1$/  Infomiation  relative  to  the  cor.Trr.oditics  subject  to  license  rnd  m.attors 
relating  to  the  priparation  of  r.hipncnts  may  be  obtained  fl'om  the  American 
Republics  Division,  Area  Br.mch,  Office  of  Int':mational  Trade,  United  States 
Department  of  Commerce,  Washington,  D,  C, 


U.    Securing  approvrl  of  the  VcnczuelcJi  ^iinistr^'-  of  Healthy 
The  procedure  in  securing  approvr.l  by  this  iiinistry  nay 
vrj:^'-  fron  tine  to  tinic,  cud  the  advice  of  your  agent 
should  be  obtained.    Hovrcve-r,  it  is  clear  that,  (l)  an 
application  or  petition  nust  be  subinitted  for  each  brand 
of  every  product  together  rdth  (2)  three  samples  of  the 
product,  (3)  a  copy  of  the  sanitary'"  certificate  discussed 
above,  and  (U)  the  specification  of  its  components.  The 

'  '  •  sane  procedure  v^uld  a.pply  to  every  change  in  brand  nane'or 
composition*    I.Iillc  products  mixed  Trith  cereals,  starches, 
fats,  cocoa  or  other  food  items  and  all  bevcra.ges,"  require 
a.  special  statement  of  analysis,'  Presumably  the  agent 
can  handle  nost  of  these  details,  and  Y±icn  the  product 
is  approved  and  registered,  he  should  furnish  the  Health 
iilnistr^^  registration  nunber  to  the  exporter  to  be  noted 
on  the  labels  and  on  the  consular  invoice  for  each  ship- 
ment of  the  product, 

^'    P^iQ^  "^o  Shipment,    In  addition  to  the  regularly  required  shippers 
export  declaration  (United  States),  consideration  should  be  given 
to  the  folloTTing  documents:  . 

1.    Cons-ular  invoice.    Copies  of  the  consular  invoice  filled  out 
in  Spanish  on  a  prescribed  fom,  and  corresponding  bills 
of  lading  must  be  presented  to  the  steariship  company  which 
mtist  nunber  then  befpre  prcse:;itation  to  the  Venezuelan 
'Consul  at  the  port  of  expor-c  for  certification.    Merchandise  - 
entitled  to  duty  free  entry  requires  a  special  invoice  fom. 

Extreno  cajre  should  be  used  in  filling  out  these 
invoices.    3e  sure  they  are  exact,  complete,  and  entirely 
accurate.    The  specific  description  of  the  c-'ntents  of 
each  package  must  be  in  the  exact  Spanish  teminology  of 
the  applicable  part  of  the  Venezuelan  customs  tariff  and 

•  must  shor:  the  corresponding  tariff  item  number »  Heavy 

•  fines  are  imposed  for  maicing  inaccurate  and  incom.pl cte 
declarations.    Kelp  in  classifying  commodities  can  be 
obtained  from  the  Venezuelan  Consulate  or  advance  ralings 

on  a  given  product  applicable  to  all  Venezuelan  customhouses 

can  be  obtained  on  proper  application  (including  the 

presentation. of  at  least  tr:o  samples')  from -the  Ministr;.^  of 

Finance  through  the  cc'portcr's' Venezuelan  representative. 

The  omission  of  essential  d:ta,  errors  in  entiles  (including  f 

inconsistencies  betri-ecn  the  invoice  data  and  tliose  sho^Tn 

in  the  ships  manifest)  or  arith:?.otical  conversions  of  rrcights 

(pounds  to  kilograjns),  and  other  clerical  errors  are  subject  M 

to  f-ne,  even  though  they  are  vnintcntial  and  signify  no  intent 

to  defraud.  16/ 

 ~  ~  ■  I 

16/  Under  Venezuelan  regulations  the  consignee  named  in  the  consular  invoice 
is  considered  tre  importer  and  crvner,  and  is  responsible  to  the  customs  for  all 
charges  against  the  goods. 
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2»    Bills  of  lr,ding»    These  r.ro  c '.vnsiclcrccl  the.  docvLncnto  r.-hich  . 
prove  actiio.l  or.Tiership  of  the  goods  r.nd,  rs  str'ted  '.-bovc, 
mst  agree  exactly  rdth  the  consul -r  invoice.    -Throe  copi.,s, 
certified  by  the  Venezuelan  Consul  at  the  port  of  export, 
src  required,  one  of  T.hlch  must  be  prosont.cd  hy  the  inporter, 
.  tog-cthcr  v.dth  the  corresponcling  consular  inv'.'ico,  for  clcar- 
. .'   anco- 'of  the  goods  in  Venezuela,    It  is  inportant  to  naal 
copies  of  the  consular  invoice,  bills  of  1-adin,?;,  and  othrr 
-  required  docunents  to  the  consignee  in  Venezuela  as  soon 
,■       as  possible.    The  mails  arc  soriotiiiios  bIov'j  and  if  the 
.  required  papers  are  not  in  his  possession- rd thin  6  days 
.  follovdng  the  arrival  of  the  vessel,  considerable  expense 
and  inconvenience  rar.y  result, 

3,    Certificates  of  origin  and  hcaltha  '  Since  the  Vonesuclan 
consular  invoice  forn  provides  a  separate  colimn  for  entry 
of  the  countr^^  of  origin,  no  separate  certificate  of  origin 
is  nocessarj'",    A  special  health  certificate  is,  required  for 
each  shipr.ient  of  all  dairy  prod\icts.    It  must  bo  an  official 
certificate  frori  the  place  of  origin,  stating  that  said 
products  ai'o  derived  from  healthy  rninals  and  "iia.vc  boon 
prepared  in  conformity  r/ith  the  san'itarj'"  Ic.rrs  of  the  co^mtr^'" 
of  origin,  and  must  bear  the  consular  stajip, 

U,    Other  regjulations.    The  above  drlscussion  applies  to  regular 
or  freight  shiprients.    In  addition,  there  are  speciaJ. 
regulations  on  shipments  by  air'  and  by  mail  and  on  free 
samples  for' cdstribiition.    Special  regulations  apply  also 
to  labeling,  packaging,  rnd  j^iaxking  of  sliipnents.  Additional 
information  relating  to  these  regulations  and  r-cquircnonts 
can  be  furnished  upon  request' fron  the  Office  of  .International 
Trade,  Dcpartiaent  of  Comj'icrcc:,  or'  froii  the  exporter's 
Venezuelan  representative,  =.  • 

Some  General  Problens  and  Related  Suggestions  '-  

1,    Inportonce  of  estr.blishj.ng  and  /aaint^ining  High  quality  products. 

The'  fact  that  rtost  Vcnezuolons  consijrrio  daily  a  qu-mtity  of 
,■  ,.  locally  nado  t/hite  cheese  should  be  taken  J'-iore  tc-  indicate  a 
need  for  this  t'fpc  of  food  than  a  lac"k  of  ai^prcciati  .^a  ^'f 
quality.    The  general  preference  of  nearly  all  classes,  for  most 
of  .the  standardized  inportcd  dry  T.-hole  rllk  over,  the  local  product, 
the  preference  for  Italian  Pamosa-n  over  the  Argentine  product, 
and  the  premium  paid  for  certain  brands  of  standardized  Danish 

..   "./butter  over  all  co-ape  titers  gives  evidence  of  this  fact,  The 

outstanding  prcx'crence  for  Dutch  Gouda  cheese  attests  the"  inportancc 
of  establishing  and  maintaining  high  quality  in  dairy  products 
destined  for  shiiJincnt  to  Venezuela.    Regulations  of  the  Vonczuelan.r 
Ministry  of  Health  likcrdsc  give  clear  evidence  of  the  inportrjice 
of  exporting  only  those  products  v.'Mch  clearly  satisfy''  our  pure 
food  and  drug  rcquirenents  rnd  our  i.v.rkoting  standards  on  foods 
for  huEian  consunption,  ' 


-  3li  - 


2*    Somo  surgcstions  on  contr.incrs  ^nd  packagos.  ■  * 

a,  C  jntaincrs.    Since  the  bulk  of  retail  food  salofs  in  Vcnezuola 

:  "  '      arc  Tnade  on  a  day-to-dry  basis  from  snail  bodC£aS"  or  stalls  in 
public  markets,  nost  units  should  be  put  in  smnli,  inexpensive 
packp^es  in  line  rdth  a  policj'"  of  rapid  turnover,  SnrJLl 
individual  packa^^s- would  make  for  greater  sanitation  in  mrj'kcting, 
'-     '        help  maintain  the  i' entity  of  the, product  to  the  final  user, 

help  reach  the  purchasing  poa  -er  of  the  average  Venezuelan,  end 
avoid  the  deterioration  likely  to  occul*  in  hones  vjithout 
refrigeration.    Recent  experiences  r.dth  dried  mlks  suggest  the 
possibility  of  developing  a  Ivrge  market  by  using  moisture-  and 
odor-proof  envelopes  containing  half-pound,  qurrter-pound,  or 
smaller  units  of  di^^  -A-hole  milk» 

For  consumer  products  packed  in 'tin,  it  is  rccorjmendcd 
tha.t  the  contrinors  be  sufficiently    T:'ell  made  and  \7ell  packed 
to  perrdt  virtual  rescaling  once  the  Can  has  been  opened  in 
order  to  prev^^nt  dctcrr'.oration  caused  by  heat,  humidity,  an:] 
insects.    Sleeves  or  some  other  packing  method  should  be  used 
to  prevent  bending.    Materials  easily  subject  to  denting 
should  be  avoided, 

f  ■  _ -  .  -.1. 

All  drir^,'"    products  arc  subject  to  special  labeling  require- 
-    •'     '   ments.    They  m.ust  bear  the  number  of  the  srjiitary  pcitoLts, 
Those  sold  in  closed  or  scaled  containers  must  bear  the  net 
.    ...  metric  •.■.-eight  superimposed  on  cny  non-metric  -reight  marking 
carried  by  the  original  package.    For  milk,  the  label  must 
sho^v  Tvhcther  vrholc  or  skim  end  state  the 'fat  content.  The 
labels  should  be  colorfiil  and  attractive,  the  brrjid  nrmc  should 
bo  easy  to  pronomice,  rnd  the  description  and  directions  should 
be  in  simple,  direct  Sprnish, 

b.  Outer  packaging.      Since  all  d-^lry  products  arc  dutiable  in 
Venezuela  on  their  gross  i-^cight,  em.phasis  should -be  placed"  on*'^ 
strong,  light  packing,    Becuasc  of  vdde  changes  in  heat  and 

'hurnddity,  thc-usc.of  soft  or  absorbent  m.aterial- should- be* 
avoided.    Not  only  is  there  danger  of  resultant  disintegration 
•  'bf  the  package,  but  if  the  gross  iTcight  upon  rjrrival  exceeds 
the  stated  rreight  by  more  thrn  3  percent,  a  penalty  of  twice 
the  cj^iount  of  import  duty  on  the  difference  is  assessed.  Strong, 
u'ater-proof  cd  crrdboard  strapped  or  covered  ivith  chicken  tdrc 
netting  or  light  idre-bound  wooden  boxes  arc  a  so.tisfactoiy 
substitute  for  heavy  T.~joden  packing.    The  gross  rreight  in  kilo- 
'  grons  must  be  marked  c:n  each  package,  and  all  packages  must 
bear  idcntifjdng  marks  and  specify  ports  of  destination, 

^*    Tariffs  and  related  import  regulationst.    No:  spccio.l  concessions  in 
tariff  rates  rrerc  accorded  to  United  States  dair^'-  products  under  the 
reciprocal  trade  agroencnt  bctv,Tjcn  Venezuela  and  the  United  States, 
effective  Decciber  ll|,  I9I4.O,  and  the  gcncrrl  schedule  of  Venezuelan 


tr.riffs  for  these  products  is  hich.    V^lIc  the  tr.riff  on  dry  r.^hcld 
milk  (f.bout  8  cents  per  pound  net)  continues  to  be  cxonerctcd  upon 
proper  application,  a  recent  decree  requiring  the  purchase  of  1 
pound  of  donestic  product  (at  a  loss  .on  each  pound  purchased)  for 
8  poijinds  of  product  imported  has  the  effect  of  nullif:/i.ng  nuch  of 
the  benefits  of  such  exoneration.    The  tariff  rates  on  evaporated 
and  condensed  iiiilks  .anounting  to  over  8  cents  per  pound  (net)  (;i|;3»U0 
to  $3o75  per  case),  on  nonfat  dr^'  milk  amounting  to  ncrTly  8  cents 
per  pound,  on  butter  mounting  to  33-35  cents  per  pound,  and  on  chccso 
amounting  to  about  19  cents  per  pound,  not  only  furnish  on  unusually 
high  degree  of  protection  to  local  industry,  but  act  as  deterrents 
to  the  consumption  of  these  products.    Except  for  djy  ivholc  milk  (see 
'discussion  clscHhore)  and  for  dair^;-  products  adtirdtted  free  under' 
specifically  approved  projects  for  further  processing,  the  full  tariff 
is  chargeable  against  r-JLl  irpor-bed  driry  products  at  the  present  time. 

In  the  evaluation  of  import  regulations,  besides  the  tariff  schedule  rnd 
elated  costs,  attention  should  be  given  to  present  ajid  prospective  quantitative 
restrictions  rnd  licensing.    In  line  rlth  the  Government's  Three-Year  Plan, 
initiated  in  1938  to  develop  the  industrial  and  agrixulturrl  resources  of  the 
countr;'",  among  other  objectives,  the  Govcmment  has  placed  restrictions  on 
certain"  dairy  products  from  time  to  time. 

Import  permits  irerc  first  required  for  butter  in  19U0,  hut  both  licensing 
and  the  collection  of  import  duties  apparently  r-cre  discontinued  dairing  the 
T:artirae  period  of  food  scrjrcitj'-.    Prior  import  licenses  rrerc  not  agrJLn  required 
until  January' 1914.6.    In  md-Octobcr  19l|-8,  most  existing  butter  import  licenses 
rrerc  ccncelsd,  ajid  ncrr  licenses  iTcre  issued  only  to  those  I'ho  coul.d  prove  the 
purchase  of  2,l\.  units  of  nationrJ.  butter  to  1  unit  of  im.portcd  butter.  Tfnile 
butter  imported  under  this  "quota"  xros  exonerated  from  the  pajTr.ent  of  duty,  no 
"ex-quota"  butter  rras  porraitted  entry  by  full  payment  of  duty.    ThJLs  ratio  has 
been  changed  from  time  to  time  on  a  basis  of  current  and  prospective  supply 
conditions.    Exoneration  of  butter  duties  apparently  T:as  disc'ontinucd  in  19U9« 
There  are  no  indications  that  evaporated  or  condensed  milk  have  over  been  sub- 
ject to,  prior  import  license  nor  to  qi  antitative  restrictions.    Exoneration  xras 
granted  on  these  prodiicts  from  November  19ij-6  until  the  first  of  this  year,  when 
they  agcin  became  subject  to  ftill  duty.    There  is  no  indication  that  any 
exoneration  of  duties  on  cheese  and  milk  base  baby  foods  has  been  applicable 
since  the  I'far,  nor  that  these  products  had  been  subject  to  any  quantitative 
limitations.    HoiTevcr,  as  noted  above,  it  is  important  that  the  exporter  keep 
closely  abreast  of  current  and  probable  import  regulations  of  all  kinds.  The 
suspension  of  im^ports  or  the  reimposition  of  customs  duties  on  a  product 
customarily  exonerated  from  such  duties  are  not  nlxiv.ys  announced  in  the  official 
Gaceta  or  Government  register.    They  crc  somctLmos  merely  Pimounccd  currently 
in  naTspapors  and  on  occasions  become  effective  ■v^ithout  public  rr^nouncemcnt. 

Possibilities  of  National  Action 

.A.    Notes  on  Production  and  Hoit  to  Achieve  it. 

There  ore  at  least  six  areas  in  Venezuela  Tjhere  cat>lo  have  long  been 
successfully  raised  ond  in  -iThich  the  rrlsing  of  beef  or  dairy    herds  can  make 
an  increasingly  importajit  contribution  to  rural  r/elfaro  ?nd  to  the  national  vroll 
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being.    If  the  nost  desirable  of  these,  cr-^r.s  Kcre  properly  developed,  the  pro- 
duction of  r.iilk  and  driry  products  could  be  sufficiently  exert  to  ncet  tho 
entire  needs  of  the  country  I?/.    In  sonc  rrer.s  r.iicre  fcrosion  hc.s  become  a  big 
problem  r.s  in  the  Andccji  Hi(;;hlands,  dairying,  rd.th  its  use  of  pastures  rTid 
Icguraes,  can  plaji  an  inportajit  part  in  the  Government 's  progrrin  of  rehabilitation 
and  erosion  control, 

Tha  Venezuelan  Government  has  made  ranch  progress,  through  the  introduction 
of  imported  purebrc-d  dairy  cattle,  in  the  establishment  of  foundation  herds  at 
experiment  stations  and  schools.    From  these  herds  crossbred  bulls  have  been 
going  into  service  in  all  parts  of  the  country,    l^uch  progress  has  been  made  in 
the  control  of  pests  and  disease.    Through  experiment  stations  and  extension  ' 
irorkcrs,  more  efficient  ajid  sajiitary  methods  of  'production  have  been  achieved, 
and  better  herd  management  and  feeding  practices  have  been  effected,    A  number 
of  progressive  breeders  r-re  ncrr  operating  up-to-date  dairy  farms, 

Alt'iough  no  recent  census  of  .cattle  numbers  in  Vcncsuela  has  been,  made,  the 
number  of  head  per  hiindjrOd  of  population  is  at  least  as  great  as  that  of  the 
United  States  18/,    Thus,  the  fact  that  both  beef  and  dsir;;,'-  products  arc  imported 
in  sizeable  quantities  suggests  that  more  could  be  done  in  this  country  of  . 
abundant  agricultural  possibilities  to  increase  the  production  of  both,  19/ 

Presumably  the  development  of  dairy-type  herds  vd.ll  continue  in  and  around 
the  large  cities  ifhere  transportation  is  available  and  fluid  milk  mai-'keting  has 
been  developed. '  In  other  areas  v*iere  transportation  and  marketing  viill  continue' 
to  be  a  problem,  emphasis  probably  mil  have  to  continue  to  be  placed  on  dual-  ' 
purpose  cattle  for  some  time,  *        /  ■ 

In  the  policy  of  encouraging  Venezuelan  production  of  iTiillc  and  other-  pro- 
ducts,  it  is  understood  that  in  principle,  the  Government  favors  the  use  of 
subsidies  rather  than  the  regulation  of  imports. 

The  use  of  protective  tariffs  and  import  quotas  tied  to  purchases  of  the 
national- procluct  as  an  incentive  to  greater  production  appears,  to  have  accomplished 
little,  in  recent  years,  toirard •  gaining  greater  national  output.    In  some  cases' 
these  actions  seem  to  have  resulted  in  short  supplies,  high  prices  to  consumers, 
a^id  serious  distribution  problons,  •  ■ 


17/  Those  regions,  discussed  in  The  D."lr^^  Industr^^  of  Venezuela,  by  Hmizikor  cxid 
Hodgson,    are:    (1)  the  Federal  District  and  parts  of  tho  State  of  i.liraXida,  (2)  the 
Lckc  Valencia  &rea  in  the  States  of  /^rgua  and  Car^ibobo,  (3)  the  southern  basin  of 
Lake  Karacaibo,* (U)  the  valley  of  the  Rio  Yaracuy  end  adjacent . coastal  areas, 
(5)  the  /ndeaji  Ilighlajids  and  (6)  the  Graji  Llanos  or  plains,. 

18/  The  total  continental  United  Strtcs  population  of  1^0,161,000  rnd  the 
807777,000  cattle  on  farms  Jantxarj'  1,  1950,  inc^lcrtcs  en  averrge  of  53.^  cattle 
per  hundred  people  in  this  country.    Even  if  cattle  numbers  have  decreased  to  the 
2.8  iiillion  head  estimated  by  "alton  in  19uO,  r.lth  a  present  Venezuelan  population 
of  U, 600, 000,  there  rrould  be  over  60  head  of  cattle  per  hundred  people  in  Venezuela. 

19/  For  possible  actions  to  increase  rrdllc  production  and  improve  pror^uctio^ 
conclitions,  see  Appcnddx  A,  '  ; 
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It  scc-is  clcr.r  thr.t  the  use  of  r.  ciliect  s-vibsidy  off crs  s.^nie  rcthcr  distinct 
rdvrntr.gcs :  ■  '       ,  .   .  • 

Its  use  T'ould  be  cheapen:  to  the,  n.?.tionr'.l  cconor^r,    Sinco  the  mr.ibor  of 
producars  entitlc-d  to  subsidies  Is  re7i-?^.tivoly  sra-ll,  subsidy- pryncnts 
could  be  siriplc,  direct,  end  easy  to  r.'-lriinistcr.    This  -;cur..d  niDiriiac 
r.d'ninistrativc  expense.    It  TrovLid  avoid  costs  both  to  the  Government 
and  *to  inportors  of' the  hcldinc  of  hoarrlngs,  establishing  quotas,  the 
issuing  of  ^.iccnses,  and  verifying  of  purcliasos,  as  voll  as  other 
problems,  rdiich  PTise  in  connection  vith  the  cncunbr?ncc  of  inports. 

It    would'  redii'ce    -the;     cost  of  vital  foo'.ls  to  i.vany  thousands  of  lo\7 
incoine  families  vrho*se  diets'  are  Icvr,    /jrrbhing  rriiich  reduces  supplies 
or  raises  costs  of  importing  is  bound  to  be  reflected* in  higher  prices 
to  the  mass  of  consumers^    IThile  these  costs  qtc  not  a  direct  drain  on 
Government  funds,  they  are  additional  costs  that  mst  be  borne  by 
those  \iho  cm  least  afford  to  pay  then. 

It  \7ould  avoid"  any  necessity  of  gaiar. on  teeing  processing  and  raarkcting 
margins  to  the  manufacturer  or  distrit'Ut'">r,    Such  guarantees  v;ould  not 
only  necessitate  a  cor-Siderablo  amount  of  cost  anaJ.ysis  and  auditing 
Tjithout  any  assurance  of  encouraging  greater  milk  production  but  might 
eliminate  the  incentive  to  efficiencies .in  plant  and  marketing  opera- 
tions, '     .  '  . 

b.    This  method  would: offer  greater  flccd.bility  to  meet  changing  conditions. 
Subsidy"  rates  could  easily  be  adjusted  in  cases  Yfhcrc,  as  in  flviid  milk 
markets,  rates 'have  been  so  high  as  to  induce  production  above  'the 
quantities  T.'hich  coiU-d  be  sold  at -prices  satisfactory  tmder  existing  .  ■ 
cost  conditions.    They  could  be  adjusted  readily  to  give  the  producer 
, a .guaranteed  unit  return.    They  could  be  adjusted  to  encourage  a 
greater  or  m.oro  uniform  seasonal  ^production  and  could  easily  be  adjusted 
by  ajreas  to  the  cost  conditi  ons  of  a  .pr.rticulrr  nilkshed, 

'.In  some  areas,  even  though  it  may  bo  found  dd-fficult  .at  these  cost 
levels  to  sharpl;^'^  increase  production,:  isubsi;V  r-tes  could  be  used  to 
.       encourage  a  sound  .and  .  graf'ual  grvj'.-.'th,   .  ■ 

.  ,        A  schedule  of  subsic'y  rates  could  be  established  under  r.hich  paymaits 
.T'-ould'bo  greater  to,  those  follordng  rpproved  health  or  production 
'stcndrTds, 

Thus,  direct  subsidies  appear  to  furnish  a  methoc''  of  achieving  a 
desirable  production  chrnge,  and  a  basis  of  the  c'ircct  measurement  of 
,  accompli siimonts  ;,Tade,  Y'dthout  the  drnger  of  involvcm.ent  in  other  more 
complicated  probleriis, 

B,    Notes  on  Food  and  Nutrition,   

The  testimony  of  leading  nutritionists  of  the  Venczuelon  Government  at  a 
nutrition  conference  in  Montevideo  in  19l;8  reveoJ-cd  that  malnutiltion  prevails 


throughout  rurr.l  r.rer.s  £0/.    Llilk,  mcr.t,  fish,  eggs,  r.nd  vegetables  arc  rcxcly 
consunsd.    "Jhlle  the  short.?..r;c  of  ir.portrnt  food  olcnaits  varies  fron  region  to' 
region,  rxMitionr.l  milk  r.vcilr.ble  in  rarrl  arcciS,  cspccirlly  in  the  dry  season, 
•could  contribute  imch  toTT-rd  r.  balanced  c^-ct.    Working  people  in  urban  areas 
also  experience  mdemutrition,    Even  though  food  nay  be  norc  available  to  the 
urban  than  to  the  rural  population,  studies'  have  shoT.Ti  that  signs  of  deficiency 
of  niacin,  riboflavin,  and  vitcj^iin  A  do  erci^t  a.niong  urban  iTorkcrs, 

Splendid  progr-ess  in  stuc'j^inr  and  meeting  those  deficiencies  has  been  nade 
by  such  organizations  as  the  National  Institute  of  Nutrition  (INDA),  the  National 
Director  of  School  Lunches,  the  Intcr-Aiuerican  Council  of  Nutritional  Education, 
the  Institute  of  Expcrimcntrl.  iiedlcine,  ana  others. 

Holdover,  it  rras  stated  in  surmiary,  at  the  conference  inentioncd  above,  that 
the  folloiidng  deficiencies  still  exist;  * 


Crdoric  deficit 
Protein  deficit 
Calciun  deficit 
Iron  deficit 

Iodine  deficit 
Vitamin  A  deficit 
Vitamin  B]_  deficit 

Riboflavin  deficit 

Vitaxiin  D  deficit 
Combined  vitamins  deficit 


th?n  lack. of  food, 


All  over  the  couritry. 
All  ever  the  country. 
/J.1  over  the  countr;^^. 
Due  to  parasite's,  rather 

in  rurai  areasc. 
In  Los  ijidcs  region. 
All  over  the  country. 

All  over  the  countr;^'"  but  especially  in  the 

eastern  plains, 
/ill  over  the  country,'  and  m.orc  frequent  then 

other  avitara.no si s,^ 
Itild — all  over  the  country, 
/ill  over  the  coimtr:,"-,  especially  in  children, 


The  palatability  of  -  dry  •'-hole  m.ilk  is  being  increasingly/  appreciated  by 
many  thousrnds  of  louer  income  people.    It  can  contribute  much  tev.'-ard  m.ecting' 
deficiencies  in  calories,  protein,  calciu-n,  vitaxiin  A,  vitaiTiin  B]_,  riboflavin, 
and  other  elements,    Appanently  there  is  little  problem  in  connection  rdth 
learning  its  ut^es.    The  sane  apparently  can  be  said,  to  some  extent,  of  cheese, 
v,dth  iThich  Venezuelans  are  iamiL5.ar,  and'  canned  Liilks,    Butter  cm  be  rn  import- 
ant source  of  fat  and  vitajran  Ay  to  the  extent  that  it  is  v.-ibhin  constirx-rs'  reach 

For  nonj  of  those  r:ho  cannot  hope  to  obtrin  ^"hole  irLlk  pror'ucts,  in  any  form, 
inclucling  large  groups  in  runal  aj'eas  and  small  tovms,  'the  relatively  Io-'t  cost 
of  nonfat  dry  rdlk  could  malce  post-ible  its  general  availability .    It  represents 
a  palatable  food  (or  beverage)  concalning  an  ab^mdar.co  of  all  of  the  elements  of 
whole  malk  except  the  fat  and  vitr..:iin  A.-   As  Govermnent  progrrjns  arc  gi^/ing 
increasing  attention  to  other  anim.-l  and  vegetable  fats,  including  red  palm  oil 
which  contains  both  fat  and  axiple  qurntities  of  co.rotone  (vitajnin  A),  it  is 
suggestod  that  further  attention  be  given  to  the' possibilities  of  encouraging  the 


20/  ComiTiCnts  from' the  Government  of  Venezuela  at  the  Nutrition  Conference, 
Montevideo,  Jixly  l5,  19U8. 


use  of  nonf^.t  -'^Ty  milk,    'S\rcn  though  frts  mry  not  yet  be  gcncrrJLly  r.vrilr.blo, 
nonfat  cliy  viilk,  cfji  cr-ntributo  riiuch  to  neeting  other  serious  nutritional 
deficiencies.    As  str.ted  by  Hodgson  .-^rid  H'anzi}:cr,  21/  "the  adr'.nd  r.vo.ilr.bility 
of  djricd  skim  milk  -it  a  much  Icrrer  "orico  vould  afsiot  in  r,:rk:iri£  r.illc  soli. Is 
available  to  a  larr;o  group  of  consumers  vdio  most  need  this  kind  of  food,  but 
vfiioso  lii-nitcd  purchacinfT  poT-or  has  deprived  them  of  the  use  of  ■'"holcsoiiie  i:ii?i-k 

in  other  form,   In  addition,  by  nakinp;  the  people  "-.ilk-conscious,  it 

would  serve  to  benefit  the  Venezuelaji  dair;;,'-  industr;;'',  r-hcn  the  industry  Is  in 
a  position  to  meet  the  entire  needs  of  the  country,  by  increasinr  the  consimcT 
dcriand  for  riilk," 

The  use  of' this  product,  if  adaptable,  could  considerably  improve  the  food 
value  of  ajTcpas,  bean  soup,  banana  or  3v-u.ca  f].our  breads  "or  casabcs,  sterns,  and 
coffee.    It  covtld  also  be  used  as  a  nutritious  bo^rcrago. 

In  ord.cr  to  be  sure  that  it  rrould  not  isorely  replace  ratlier  tlirn  supplenent 
the  use  of  djTf  vdiolc  r.dlk  or  other  foods  containinrj  fat,  it  is  sucGostcd  that  its 
use  for  direct  hunan  consul iption  first  be  lir.iitcd,  •un-'or  direction,  of  the  national 
Supply  CoDiiission  or  siiiilar  ar;cncy,  to  a  fca  sa-Tple  cities  cad  the  recftlts  be 
observed,    /n.other  plan  rrould  bo  to  issue  etrnps  or  certificates  for  pvirchase 
only  to  those  kno^-.n  to  be  unable  to  purchase  r.hole  j-^ilk  prod;acts  in  adequate 
quantities.    Also,  its  use  could -be  increased  in  school  lunches  in  eo;".ic  sections,  i 
and  the  nutritional  effects  could  be  co-  ■pored  rrith  other  areas  T-hcrc  little  or  1 
no  milk 'is  used,    Comp.arisons,  of  coi;.rGc,  should  be  n'-de  not  x±th  conditions  as 
desired,  but  rdth  conditions  as  they  exist,      "  ■ 

If  the  results  of  its  use  appear*  clearly  beneficial,  the  Governr:icnt  ."nay 
T7ant  to  consider  encouraginr;  its  further  use  by  trio  a-c^noration  of  duties,  ond 
by  such  a.ctivities  as  distributin';  it  thrcur:>-.  cll.  free  inarkcts  and  the  in-rUi^tira-. 
tion  of  demonstration  prograr.is  aimed  at  toacI-iinc  oo'th  the  T,hy  and  the  hov  of  its 
use. 

Assistance  in  these  prorrajas  and  in  iic-kirir-}  this  food  available  at  loir  cost, 
if  requested,  probably  I'^rould  be  r±van  by  "bl-ie  United  States  Government,  by  a  num- 
ber cf  intemationaJ.  food  '•n'.-l  health  orrp'^nizati'-n.e ,  .and  by  the  dair;^''  industry, 

^'^otes  on  the  Ef foots  ■  of  the' Resolution  of  Morch  22  r-gth  Respect  to  Domestic 
end  Foreian  PoT/dcr ed  I.^lk,  and  Related  Consi<Icrati-)ns 

Effect,  on  -V.onezuelan  sup"plic3  of  ("ry  T;holc  nilk  > 

A  shvarp  reduction  in  imports,  appears  <-di"."io.st  certain.    Under  the 
terms  of  the  Resolution  it  is  clear  thot  im.portcrs  cannot  afford  to 
import  outside  "ohe  quota  as  Ion;:  as  nati.  nal  pro.luct  is  availa.ble,  22/ 

21/  Hunziker,  0.  F,,  rnd  Hodcson,  R.  E,,  The  Daiiy  Industry  of  Venezuela,  United 
States  Department  of  iw::riculture,  October  1,  197^2,  pr.r:c  29. 

22/  If  the  loss  on  the  purchase  and  s-ole  of  one  pound  of  nationad.  product  amount- 
inc  to  about  1.2  Bs,  Tvcre  allocated  to  tlic  corrcsp-jndinr;  8  pounds  of  duty-free 
imported  milk,  this  "VTould  result  in  a  loss  of  O.l^;  Bs,  pci-  pound  ox  i:':"t:>ortod  pro- 
duct.   Since  the  import  duty  amouj'its  to  nearly  0,23  Bs.  per  pound  (0.5  Bs.  per 
Icilogram),  there  vrould  be  a  saving  of  about  0,08  Bs,  per  poun;l,  by  ii".iportinc  under 
the  license  and  quota  '::)rovision.   


National  producticn  of  dry  i^holc  rnilk  rjTiOunted  to  little  more  thru  1,000  nctric 
tons  in  19k9  and  exceeded  1,500  tons  onlj^  in  the  peak  year  19h7»  '  '-ith  imports 
limited  to  8  tines  national  production,  total  supplies  vail  anouni:  to  froi-.:  9,000 
to  13,500  tons.    This  represents  fron  50  to  75  percent  of  the  amount  the  United 
States  alone  exported  to  Venezuela  in  19U8  "nd  19li.9»    If  the  ratio  .applies  to 
gross  freight,  this  v;-ould  reduco  rllovTablo  net  imports  to  a  ratio  of  less  than 
7  to  1,  as  the  not  Treight  amounts  to  from  70  to  80  percent  23/.«. 

It  seems  clear  that  dry  milk  r.lll  be  imported  "by  payment  of  the  iraty  only 
Tfhcn  supplies  bccom.e  sufficiently  short  to  increase  prices  to  .a  level  3omc\\iiat 
higher  thajn  the  co:.ipctitivo  price  vould  be  on  dry  whole  milk  imported  under  the 
license  and  quota  provisions. 

IThether  it  is  the  result  of  the  opera.tion  of  the  present  quota  ratio  or  of 
the  increased  ir.-iportinc  end  marketing  costs,  it  seems  clear  tliat  a  sirnificajit 
reduction  in  imports  vn.ll  occur,  -M 

There  is  also  a  question  v±i ether  national  pro cxicti on  of  dry  VThole  millc  vdll 
be  appreciably  increased.    The  onl^''  v:ay  the  loco.l  processor-distributor  ccn 
profit  from  production  of  the  nationcJ.  product  is  through  saies  to  importers.  It 
is  unlikely    that  the  processor  v.dll  be  v.alling  to  sell  increasingly' larger 
quantities  to  retadlcrs  at  a  loss  of  Bs.  0.3  to  0.6  per  U^U-gram  can,  unless 
such  sales  ore  necessary,''  to  obtain  licenses  for  'luty-frcc  milk.    If  independent 
importers  find  it  necessar^^  to  reduce  im.ports  and  purchases  of  the  national  pro- 
duct under  the  tcrm.s  of  the  regulation,  the  proccssor-dastributor  vdll  find  the 
output  of  the  national  product  increasingly  burdensome.    There  T;ouJ.d  then  be  a 
tendency  to  divert  milk  to  the  less  unprofitcble  products — condensed  and  evapor- 
ated milks  and  butter-pcnTder  (nonfat) — thus  retarding  the  mrnufacturc  of  dry 
v;hole  milk.  ^ 

:1s  indicated  earlier,  it  is  d'-ubtful  iThcther  iTiilk  receipts  at  the  condcnseij 
dr^r  mdlk  plont  r.dll  increase'  appreciably.  Even  though  totrl  receipts  equrl  thos| 
of  the  previous  peak  in  19ii7,  v.hen  prices  paid  proctucers  vferc  about  the  same  as  j 
at  present,  tds  m.ay  represent  partly  a  cdversion  of  milk  from  cheese  and  other  ] 
products  in  the  area.  In  addition,  it  should  be  noted  that  the  returns  from  | 
milk  represent  only  a  sm^-11  part  of  the  total  income  from  the  cattle  ranches  ^ 
vrherc  the  moln  product  is  beef,  and  that  both  labor  and  production  costs  have 
increased  since  that  time,  ,  J 

Thus,  iTith  a  reduction  in  imports,  from,  a  year  earlier  of  up  to  5,000  mctriq 
tons  a  definite  probability,  and  ?dtl\  little  likelihood  of  an  increase' in 
national  production  of  1,000  t^ns,  a  shortage  of  '\ry  viiolc  milk  in  Venezuela 
appears  virtually  certain,  "  dj 


23/  In  connection  vdth  the  determination  of  import  ratios  for  a  particulrr 
kinr:  of  conserved  milk,  it  may  be  found  valuable  to  obtain  separate  import  data 
for  each  pro-'uct,  since  each  has  ;liffcront  uses,  prices  and  problems. 


Effect  on  prices  cnc:  consimption 

The  recent  prices  of-  imported  drj.  v/hole  iriilk  v;ere  medc  possible 
.not  solely/  by  virtue  of  the  volnj,io  of  current  cnsmption,  but  by 
prospects  for  the  volTrnc  v/hich  might  cventur.lly  be  sold.    Up  to  the 
present  time  this  country  has  been -rble  to -t'-irc --advrjita.^^e  of  the  best 
features 'of  largc-^calc  production  end  rvarkotinr,' to  obtsin  (irj 
whole  inilk  at  priced  lower  than'  els cv.\h ore  in  the:  C'aribboaJi  area,  if 
not  in  the  Yforld,    Restrictions  of  any  kind  cloud  the  prospect  and 
remove  part  of  the  incentives  for  price  reduction,    I'Tith  the  najority 
of  the  population  of  small  tov.Tis  and  rural  ajrcas  unable  to  buy  fluid 
millc  vrLthin  the,  present  ronce  of  economic  costs,,  this  food  represents 
a  pronisina;  means  by  T*,ich  Venezuelan  people  can  obtain  ;the'  food  value 
"of  whole'  milk,  .      ,  / 

The  effects  of  the  present  program  limitinrf  dxity-free  imports 
to  a  specified  rartio.  of  the  national  nroduct  purchased  rdll  almost 
certainly  increase  to  consumers,.  Some  of  the  contribiitinr:; -factors 
would  include:  ..  ". 

a.    The  loss  of  op-portunity  and  inccnti%"es  for  further 

large-scale  raxpansion, 
.b,    /ji  appreciable  reduction  in  volume  of  imports  and  of 

sales  under  the  present  allocation  ratio.  Tdth  a 

correspondinc  increase  in  unit  marketin.p;  costs, 
c,  ■  Increased  costs  involved  in  the  adirlnistrative  T.-ork 

necessary  to  comply  with  the  procrajn, 
d#    The  absolute  loss  per  pound  on  total  markctincs 

necessary  in  the  purchase  arid  sale  of  the  national 
...  product, 

e.    The  additional  expense  of  marketinc  the  national 
■.product,  by  several  distri.butors  instead  of  the 
usual  one  of  two.  r- . 

Effect  on  Foreign  Trade  in  Petroleum  and  Dairy  Products 

This  type  of  restriction  may  also  have  an  eventual  bearing  on 
the  outlook  for  Venezuelan  exports  of  petroleum,  C.msiderablc 
attention^  and  discussi'n  is  given  from  time  to  time,  in  the  United 
States,  to  the  extent  and  nature  of  petroleum  imports  from  Venezuela, 
In: these  discussions,  the  natiDnrdde  support  of  the  dair^,""  industry  of 
the  United  States,  i?ith  m.uch  in  cbmimon  with  Venezuela,  could  prove 
to  be  a  valuable  ally  in  the  case  for  m.aintaining  freer  trade 
between  the  two  countries.    This  expeciallj?-  could  be  true  if  th3.t 
industry  believed  that  the  Venezuelan  Governm.ent  was '  encouraging 
free  or  equitable  trade  am/ong  all  importers  of  dairy  products. 


Appendix    A  H 

licny  su££esti:>ns  concerning  the  introduction  ?nd  application  oi  practices  ■ 
aimed  at  inproving  the  production  of  milk  and  dairy  products  are  discussed  in  ■ 
Hanur2  Dc  Lechoria  Para  La  /jierica  Tropical  by  O.'E.  Rccd  and  R.  E.  Hodgson,  .  fl 
Publication  TC-2yO,  Depart::icnt  of  State,  U,  S,  A;,  and  in  The  Dair^^  Industry  ^ 
of  Venezuela  by  0,  F,  Hunziker  and  R.  E,  Ko-'lgson,  U.  S,  Departnaat  of  ;.gri culture, 
October  1,  19k2, 

Some  possibilities  rdiich  appoc-r  irorthy  of  early  consideration  a^e: 

1,  The  establishncnt  of  a  systematic,  periodic  census  of  agricTiltore 
for  rll  classes  of  livestock,  livestock  products,  and  crops, 
including  the  selection  of  areas  for  naking  internediatc  srinple 
censuses, 

2,  A  greater  attempt  to  impress  dadrymcn  rdth  the  value  of  keeping 
ajid  using  adequate  production  records  of  milk  cot.'s  as  rrell  c£ 
bulls,  cn.-\  the  fencing  out  of  all  unproven  bulls, 

3,  The  inauguratirn  of  a  broad  prograr.i  aimed  at  teaching  the  clairy 
farmer  rnd  his  assistants  tOv  appreciate  aiid  practice  sanitary  and 
efficient  methods  of  milk  production.    This 'may  be  aided  by  a  pro- 
grrm.  of  Govcmm.ent-spcnsorcd  apprenticeship,  encouraging  farm,  boys 
to  ••■■ork  on  the  more  hi.ghly  developed  dairy  farms  and  experiment 
stations  for  a  jorr  or  m-orc  before  retumi.ng  to  their  cvjn  herds, 

h»    The  one  ruragement  of  rotation  end  improved  pasture  m.ajiagement, 
including  the  development  of  improved  streins  of  grasses  and 
legum.cs,  Tfhich  in  sorie  axcas  could  furiish  .a  yerr-round  supply 
of  cheap  nutrient's.    For  seme  areas,  affected  by  seasonal  droughts, 
much  cDuld  be  done  through  plant  breeding  to  develop  later 
maturing  strains  to  extend  the  use.  of  pastiires, 

5,  Better  and  more  ridespread  use-  of  hay  and  silage,  including  .a  Ihorc 
general  use  of  trench  silos, 

6,  ITith  respect  to  cheese  pr or'hiction,  further  consideration  could  be 
given  to  a  program,  aimed  at  establishing  smaJil,  sajiitary  chouse 
plants  scattered  throughout  the  coup.try,  rrherevcr  there  is  no 
direct  mrxket  for  milk,  as  suggested  by<Hodgson  and  Hunziker. 
Such  a  prorrrm  veuld  m.erai  less  loss  rnd  r.-aste  in  processing,  a 
considerable  improvcm.cnt  in  sanitation,  and  r.^ould  m.ake  possible 
a  greater  saving  of  butt  or  fat  for  v^sc  in  the  Venczuelaji  diet. 


